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EXECUTIVE SESSION 
AIR AND WATER POLLUTION 

SEPTEMBER 16, 1971 

United States Senate, 

S .ibcommittee on Air and Water 
Pollution of the Cosooittee on 

Public Works, 

Washincrton, D. C. 

The Subcommittee tast, pursuant to recess, at 10s 00 a.m., 
in Rocan 4110, New Senate Office Building, Honorable Edmund S. 
Muskie (Chaiirmeui of the Subccnomittee} presiding. 

Present: Senators Muskie, Boggs, Eagleton> Cooper, 
Buckley, Baker and Jordan. 

Senator Muskie. Shall we begin, gentlemen. I think we 
might formally- consider your report here. Senator. Baker. Why 
don't you restate what happened at the meeting of the Commerce 
Committee, emd then see if we can act on it. 

Senator Baker. Mr. Chairman^ this morning there was a 
meeting of the Executive Session of the: full Conimercia Conmittee. 

' Since I am the only member of this C(»mnittee on the 
Commerce Committee, I attended, aiid I found that ve were faced 
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Senator Muskie. But they did not respond on that 

point. 

Senator Jordan. Mr. ChairBuua* nay I make a suggestion 
to that point? I am talking about the Committee printed 55 per- 
cent Federal grant axid state metchiiig. could that be stats or 
municipality, either one? 

Mr. Billings. Under the existing law and the w^y the 
Administration has interpreted the 19€6 Act as a practical mat- 
ter » it can be, if the state loans the municipality 25 p^cent. 
Then the Federal share goes fr<»n 30 to 55 percent, which meems 
essentially the local government is coming vsp with 45 and the 
Federal is putting up 50. 

The '66 Act Intended that the state's share of 25 per- 
cent be a grant, not a loan. This Is where the ccmflict with 
the Administration came in. 

Senator Muskie. VShat concerns roe about the present 
law, given that interpretation » is that the states, which are 
now providing grant money, will gradually phase out of that if 
they understand that all they have to put rxp is loan money. 

I think 3^ is desirable to have the states continue 
their grant progrefiias and for other states to begin grant pro- 
grams if' possible . 

Ily answer to that was to increase the Federal grant up 
to 60 percent flat, without any condition of ;i^.uce participa- 
tion, then provide another incentive to bring to the states that 
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now have grant prograns to ccmtlnutt them, and for others to come 
in. 

No^, that is an answer. It is a rough and ready an- 
swer, but it is an answer. I say that if we take the Adminis- 
tration's position, eventually we are going to lose a lot of 
those state gremt programs. 

Senator Jordan. Don't sane states not have any grants 
Senator Muskie. That is right, which penalises the 

locality. 

Senator Jordan. If a county or a city cxsuld come up 
with their money though, why muldn't that be sufficient, if we 
could? 

Senator Huskie. That is what, in effect, we have done 
in Committee print, increasing the state grant up 60 percent 
flat. 

Senator Eagleton. Federal. 

Senator Muskie* Kfhich means tiiat the localities have 
to provide — 

Senator Jordan. Localities have to provide the rest 

of it. 

Senator lAiskie. But we say that above that, if the 
states will provide up to 15 percent, the Federal government 
will provide — will matdbi it percentage point for percentage 
point, above the 60 percent. 

Senator Jordan. That is all good, Z think. 
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Senator Huskie. X thiqk it is. 

Senator Jordan. It might be best to hoid it to 55 
percent, if the Administration ia adanant against it. 

Senator Muskie. It is not a formal Administration 
position vBp to this point. All tbat we have got are informal 
Agency conooents, you see. The Administration prefers to keep 
it that way, flexible, until the Comnittee has considered this. 

Z think that we have voted on this issue before in 
Sub-conmittee before, on this choice befcnre. I am sure that 
the result is likely to be the same. In any case, that is the 
issue. 

Senator Beall. Mr. Chairmaui, there is a slightly 
different phase. As you pointed out to mm, there is a possi- 
bility, since we have expanded the Act so greatly with regard 
to the purposes for irtiich grants can be made and since there 
has been a reluctance on the part of the Congress to fully fund 
the previous Act, that what we might be doing by increasing the 
Federal share to 75 percent is just increasing the amount of 
money the states won't get. 

This causes some ccyicem, particularly if you allo- 
cate on the basis purely of population. There is inoareasing 
concern because with allocation on that basis it tends to re- 
duce the amount many states will receive. 

There could be less aioney under 75 percent than they 
are getting now under 55. 
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Senator Muskie. Well, Z think that the Committee 
print meets that argment, shifting from appropriations to 
contracts* It isn't likely that anyone will renege on the 
contract c^ligations. 

Xf this legislation passes 

Senator Beall. Theure is a firm conmitnent on the 
part of the Federal govenuaent to cone up with the monvy? 

Mr. Billings. That is automatic with the Act, un- 
less the l4>prqpriations Committee negatively acts. Before the 
impropriations Committee positively acts, they would have to 
negatively veto — 

Senator Beall. They would have to reduce the amount 
of money by cmactnent of apprqpriate legislation, specifically 
reducing the aiiK>unt. 

Nr. Meyers. What th^ may do, say, for the next fis- 
cal year — You may only cdsligate X amount, whicdi might be less 
than the authorised figure. 

Senator Beall. lOiat is the likelihood of their doing 

that? 

Mr. Meyers. They have done that on other programs. 
Senator Bagl<tton. ilhat are sqsmi other programs? 
Mr. Meyers. The Urban Mass Transit Program. 
Senator Beall. That was just started two years ago. 
Mr. Meyers. We have seen it with the Beautification 
Program and the Safety Program both. 
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Senator Beall. Sone stAtas got on ths hook as a re- 
sult of the Highway Beautif icat:lon Program. 
Mr. Meyers, That is right. 

Senator Muskie. Well, we succeeded — In order to 
succeed in having Congress assume responsibilities for legis- 
lative Acts which have been opposed, first, we must press 
aggressively for e3^>ansi<ni of the Federal responsibility, which 
we haven't done so well. 

Secondly, we have said that we must have th» enthu- 
siastic and dedicated support of the ^prcpriations Committee 
as a close ally. 

If the answer to this argument is: "Well, let us 
just retreat and go slowly," then we are never going to got 
anywhere. 

Senator Beall. Wellf Z am not arguing with l^he Con- 
iaittee*8 position. I think the Committee has gone as affirma- 
tively as it can under the circunstances. 

X do think, however, that the states may have some 
legitimacy from their point of view that, if they are going to 
run the risk of just dividing a not much bigger pie many more 
ways, they would just as soon stiidc to the 55 percent. 

At least they would know where they and where 
they are going to be. 

Senator Huskie. Is this a strong point of view? 

Nr. Billings. On Senator Beall *s point # Z think it 
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is pertinent to note that the Administration was talking about 
12.6 billion dollars total procrram to ii!q;>leinent the secondary 
treatment program. At 75 percent, that would be $9 billion in 
the next three years. 

This is idkat this bill provides: $2 billion, $3 bil- 
lion, $4 billion through fiscal 1974. If the Committee decides 
to define treatment work to incli;de the c»8t of providing sewer 
overflow, separation and sanitary sewers, the Ccmmiittee may wish 
to delay the aiqplication of funds to those programs until beyond 
1974, SO that the $9 billion oz the great majority of that can 
go to the existing estimated backlog. 

That, I think, would resolve the problem that Senator 
Beallr-raises , which is that those other things would icostv^ lot 
more money. 

Senator Beall. The point was aade# wasn't it, by 

someone that in New York State alone it would cost $80 billion, 
if the definition were made Inroad enough? 
Mr. Billings. Yes. 

Senator Beall. That is a little further. That is 

much broader. 

Senator Nuskie. Let us get on to the neact item. Ittiat 

form has that issue taken? 

t 

Mr. Billings. Mr. Chairman, Industrial Oser Charges 

raises three questions. Jim, back me up on this because I may 
not list them all. 
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The first question is whether or not the istdttstriai 
user should be required to repay the, local cost of construction 
plus interest. 

The sea>nd question is whether the industrial user 
should be required to repay that portion of Federal grant attri- 
butable to treatment of the industrial taaer's waste. 

The third question ist If the latter decision is 
made, should that Federal sharie come bade into the Federal. 
Treasury? 

A tangential issue is whether or not — is how the 
industrial user should be defined. The staff at this point 
generally believes that the law should carry or the statute 
should carry a definition of "industrial user". 

The Sub-cosnaittee voted that the industrial user's 
share of the Federal share should be recovered and should go 
to the Treasury. That also includes language which would have 
the industrial user repay the local e<mstrttetioa oosts. 

I an in Section 204, Paragraph 6, page 25 and page 27, 
Paragraph 3. 

Senator Huskie. Are you saying that the Agency posi- 
tion is that the industrial user should not pay constmotion 
costs, .if tlMk industrial portion of the local — 

Mr. Billings. No, Nr. Chaiman. Let ae oonceet that. 

Senator Huskie* What issues are raised bf the Agency? 

Mr. Billings. The Agency raises the question of how 
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that portion of the Federal share attribtitabXe to industry Is 
treated. The informal Agency views are that industrial share 
should stay in the local c<HDmunity rather than return to the 

Treasury. 

^e issue of how local coostruotion costs are treated s 
They are raised by the local cc^nusunities and they believe that 
they should be allowed to make the decision on that. There are 
two separate views on the issue. 

I should add too that the Administrator has indicated 
personally that he feels that the recovery provision/ the recov- 
ery of the local share, should be left to the local conmunllrif, 
whether it wants to recover it and is capable of recovering or 
lAether it wants to use it as an eoondmic dsvelopiaent sehene in 
the community as part of the incentive to industry and the 
choioe be left to the local oonmuni^, nhethar they want to 
recover capital costs from the industries located in this com- 
mnnilgf • 

Senator Huskie. That is as to the local share of the 

cost. 

Mr. Jorling. That ie correct* 

Senator Muskie. Of course, that guestlcm would vary 

as the local share varies. Would that same judgment apply as 
to the state share and local share? 

Mr. Jorling. Yes, X think. If X interpret it cor- 
rectly, he would basically have the Federal statote remain 
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silent with respect to the local share and the relationship of 
industrial users in the facility. 

Senator Huskle. All right, niere are two questions 
involved. That one, which didn't arise, and the other one about 
where recovery of the Federal share of the eost of the indus- 
trial capacity should be. 

Mr. Jorllng. Also, the que8tl<m has been raised about 
the recovery of the Federal share from industry. There have 
been sane exas^les presented to the Connittee that the provision 
as written in the Committee bill could have the effect of dis- 
couraging industrial use of lonnlclpal facilities. 

That cuts against the other policy, stated throughout 
the Act, that we should encourage industrial use In municipal 
facilities. 

The Mcanple was given most M^hatioally, not only to 
the CoiDmittee staff, but also to the Adioinistration — There was 
an exas^le in St. Louis idbere the operation of the language in 
the CcxDioittee print would result in the withdrawal of Anheuser* 
Btisch from participating in the St. Louis syston. 

That would withdraw from the revenues prese|itly de- 
rlveid in St. Louis, something on the order of $300, OOd p4r year. 
I am not sure of the figure. I understand that if it were 
raised about $50,000, Anheuser-Busch would recon s i der . 

Senator Huskle. Are you saying that Anheuser-Busc^, 
in tarms of the cost of the Initial o^paelty by the locaS.! 
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csoaamiinity 

Mr. Jorling. I don't — — 

Senator Huskie. Even as to the Federal share? 
Mr. Jorling. Yes. 

Mr. Billings. 19ie econoiBies are such that if Anheuser • 
Busch h€U9 to put up more than $50,000 additionally to get to 
stay in the systesn, it will poll out and build its aim treatment 
facility. 

It won't be pulling out just $50,000. It will be 
pulling out what it is presently paying for the existing treat- 
neat. They are pacing some $200*000 into this system now for 
treatment. $50,000 more would put them over the margin at which 
they could treat thonselves. 

Senator Nuskie. Does that $200,000 represent 

Mr. Billings. That represents the payment the$r are 
malting for the existing primcury treatment. 

Senator Nuskie. Operaticm? Maintenance? The cost ot 
constmiction? 

Mr. Billings. It is not the Federal share. 

Senator Jordan. £4r. Chairman 

Senator Muskie. X mean, if there is no Federal share 

there, then how does this create any problems? What we are talk* 
ing about is recovery of the Federal share. Bow does this affec 
Anheuser-Busch? 

Mr. Jorling. As I undeurstand the way — Prescmtly 



f 

2 
$ 
4 

S 
$ 

7 

8 

0 

to 

tf 
12 
13 
14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 



582 

going from a primary treatment, which is the basia for their 
present cost, to a secondary system, which would be funded under 
tiiis provision. 

This initial calculation reveals that that would re- 
quire th^ to make this additional paymrat because of the recov- 
ery provision, the recovery of capital cost attributable to 
Federal share would put theam into a calculus where they would 
say: "We will build our own facility." 

Senator Muskie. What they are saying is that, so far 
as they are concerned, industry is involved only if they get a 
Federal subsidy for the cost of construction? 

Mr. Billings. They aire saying that it would not be 
economic to participate in an unsubsidised systean. It would not 
be economic for them. 

Senator Muskie. I am not asking what their words are. 
I am asking what the effect of their words are. They are saying 
that they would not want to participate unless the Federal gov- 
ernment contributes the capital cost of building the oapacilgf'? 

Mr. Billings. In this particular instance, the econo- 
mics apparently work out that weiy. 

Senator Muskie. If it is cheaper for them to do it 
themselves, then maybe we ought to require th^. Why should it 
be cheaper for Anheuser-Busch to do it Idisnselves and not for 
other industries to do it themselves? 

Senator Jordan. Mr. Chairman, I think yoju have got to 
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think about other things involved in here. The city of Hinston- 
SaXem in North Cairotina was successful in getting — X don't 
know if it is Schlitz or Anheuser-Busch or somebody » but a big 
brewery into their town. 

It brought in a tremendous payroll, a lot of capital 
investment, and so forth. Now, they — - one of the inducements 
was: "We will bring you through our city disposal plant and 
our lines which are pretty well already here, but you will pay 
a sewer tax like evearybody else does.* 

Even a private aimer of a home in Winston-Salem pays 
a sur-'tax. When the bond issues cone along, the boi^ are paid 
for by the tax which is put on the use and that is based on a 
per gallon thing. 

Whichever that brewery is, this is not doing him any 
great favor. They could build their own disposal plant. Lots 
of times the cities would rather have — In the first place, 
if they bring a payroll into the town, that is worth soinething 
too. They have to pay the taxes and everything else to operate. 

In that particular case, they are on a river and they 
can build their own disposal plant and probably do it cheaper,, 
but the city wants them. I know a textile plant in another town 
in Nbrth Carolina which just made surrangements with the city to 
come into the city sewer lines, but the city was capable of tak- 
ing care of it. 

The city wants it and they pay a sur-tax on every 



1 

z 

3 
4 
§ 
9 
7 
0 
9 
10 
tt 
f2 
t3 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2S 



584 

gallon of water that goes in there, so there has b^en a lot of 
iponey to build new disposal plants and they have the capacity 
to take care of them. 

Now, that helps us, you see. On the other handr it 
saves the pl2mt the trouble of running the plant and keeping up 
with it and the probletos in keeping up with it. They have al- 
ready, got somebody to run these plants. 

We have got to be careful here that we don*t run busi- 
ness off. 

Senator Muskie. Z understand that| but I think you 
have got a question, when you are dealing with this, as to who 
pays the local share of the cost of construction and who pays 
the Federal share of the cost of construction. 

Mow, the waste treatment program is the base on a sys- 
tem of Federal subsidies from municipal waste treatment plants. 
Now, if we are going to provide a Federal subsidy for Anheuser- 
Busch , then we have got to do it for every industry in America 
that has a pollution problon. 

Senator Jordan. I don't see it that way at all. 

Senator Huskie. 19hy not? Why Anheuser-Busch? 

Senator Joiniaui. I think you just don't want to say — 
Xn the town of Burlington^ there are 70-soiiie-odd hosiiiry mills 
in that one town. It is a big hosiery manufacturing town. 
About half of them have a finishing plant. 

They dump the dyes tuff right into the city sewage, but 
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they pay taxes. They pay a sewage tax. Tl&ey want it. That is 
what makes the town. If you take theia all out of the town, 
there wouldn't be anyone living there. They wouldn't have any- 
place to work, so it is a part of your city. 

When you sayt "I an not going to provide water for 
you or sewage," you don't get anyone to come there. 

Senator Huskie. We are not talking about water and 
sewage. We are talking about the treatment o£ the waste and 
Aether or not we make it across the country a Federal respon* 
sibility . 

We haven't yet. He have been talking about the dif- 
ficulty of providing, over the next five years, $20 billion to 
ccMitinue that program. Now you are talking about adding to it. 

Senator Jordan. You are not adding a thing to it. 

Senator Muskie. Of course you are. Those estimat e s 
don*t take into accoimt Federal subsidy of industrial waste 
treatment facilities. 

Senator Jordan. If they are in the city now, it does. 

Senator Muskie. No, it does not. 

Senator Jordan. Well, what are they doing with it 
then? Th^ are not eating it. They are putting it in some sys- 
tem. 

Senator Muskie. Onless I am sadly mistakeii, we have 
not provided Federal assistance for the construction of indus- 
trial waste treatment facilities, either as separate oamu or as 
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peart of thd nunicipal system, so far as I know. 

Senator Jordan. You certainly have, whether you know 
it or apt. You have, in every cil^ in North Carolina. 

Senator Huskie. Then sdxnething slipped by the Agency 
bepau80 — r- 

Senator Jordan. No, it didn't. 

Sjenator Muskie. Everett, I know that in ay state they 
have refused to go forward with plans for joint systems in v^ich 
the industry was willing to assume its own capital oosts, so 

don't tell me that this is part of the present policy. It is 
not. 

We have approved in present law combined wastp treat- 
ment facilities, industrial and municipal, not cm the basis of 

a Federal subsidy or the cost of the industrial portion, not at 
all. 

Senator Jordan. Well, how would you go into Burling- 
ton, for instance, to these 75 hosiery mills and says "1^ are 
going to take you out of the sewer. We axe going to leaye you 
out." 

Senator Muskie. I am not talking about sewers. We 
are talking about treatment facilities. We doo't say we are 
taking them out. What we are talking about is who pays for it. 
Does l^e Sederal government accept the responsibility fosr pro- 
viding for the cost of building the capacity to take care of 
all industrial wastes? 
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NoWf we have not done that — — 
Senator Jordan. Yes, you have. 

Senator Huskie. NO, I haven't. X beg your pazdxm. 

We have not. 

Senator Jordan. I tell you what — — 

Senator Muskie. You couldn't conceivably do it for 

the amount of money we are talking about. 

Senator Jordan. Yes, you do. Go down to the town of 

Burlington — — 

Senator Huskie. I would be interested to do that. 
Senator Jordan. They have had several grants in the 

present program. Now, they are not going to say: "We are going 

to take out this and that*. Xt is a town. They pay a tax just 

like everybody else. 

Senator Muskie. Imt us check it out specifically. 
Senator Jordan. But those industries are peuct 
Senator Huskie. JUst find out if it is the case that 

the Federal government has used Federal money to pay for the 

industrial capacity. Find out whether it has and irtiether it is 

the case elsewhere. 

This is an entirely new development to me. 

Hr. Billings. The issue is raised 

Senator Muskie. It is 8URasing to ne if this is the 



case. 



Mr. Billings. The issue raised 1^ the General 
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Accounting Office, in vie«r of the progrsua under the *66 Act 
where it was found that Federal grants had in fact been used to 
construct facilities primarily for the purpose of industrial 
waste treatnoent — As a result of those findings, the Agency 
developed regulations requiring repayment of the cost of the 
waste treatment associated with that industrial share. 

NOW, that money does not come back to the Treasury, 
^e law does not provide for it to come back. That is the rea- 
son it is in there. 

Senator Bentsen. What did you say happened to the 

money? 

Nr. Billings. The community required industrial charge 
to cover that porti<m of the cost attributable to the industrial 
waste treatment. 

There is an exception procedure, whereby for showing o^ 
substantial economic needs, an industry can get in without pay- 
ing the «ktire cost. 

There is also a percentage requirement, where more thai 
30 percent of the waste attributable are industrial, in which 
this regulation is triggered. 

In any event, the statutory basis for industrial waste 
treatment — The statutory ba^i^ for the user charges is very 
vague and this is how we got to this provision in the first plaoi 

Senator Tunney. Where does the money go? 

Senator Bentsen • I never did get an answer to that. 
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Nr. BillingB. It goes back to the oonsonnity beoause 
there is no provision for recovering it to the Treasury. 

Senator Jordan. Everyone of these people pays a tax 
just like anybody else, so they are not getting it free. That 
helps to pay for the plant and to anortise the loans or «rtuit- 
ever it is. 

Nobody is subsidising then anynore than a resident 
who lives in that town. 

Senator Beall. Isn't it true that under the GAO rul- 
ing that even today you are only concerned about those places 
where the industry uses acre than SO pcurcent of the capadi^ of 
the facility? 

Mr. Billings. I think it is 30 percent. Senator. 
There is a situation in Maine where the industry ai^ the con- 
munity applied for a grant for the industry, wbieh would be 
the cause of woxe than 80 percent of waste in the systsm, and 
that grant was denied because it would be less than 30 percent. 

Senator Muskie. So what we are faccMl with 

Senator Beall. Z think all over this country there 
are industries that are using sewage treatnent facilities that 
were built with a Federal grant and for lAlch the industry is 
making no contribution now, as far as capital cost of construc- 
tion for that facility is concerned* 

Mr, Jorling. The national average, at least the ones 
that MBA gave us nost recently, was the national average of 
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industrial use in municipal plaists is 50 percent. Fif^ percent 
of municipal treatment plants are used to treat industrial 
waste. 

Senator Muskie. Without any obligation to pay the 

capital? 

Mr. Billings. Without any obligation, until these new 
regulations are prmulgated, to repay the Federal share of the 
capital cost. Many, many communities have sewer charges which 
are sufficient to recover capital costs and intcurest costs and 
so on from all of the users. 

The problem is that it is on a ratl^r ad hoc basis. 
It varies widely from community to community as to actually how 
much is recovered. 

In fact, it is a rather well-known subsidy in terms 
of attracting industry into a community. 

Senator Jordan. I live on the river in a small vil- 
lage. Right above us on the river, we have a treatment plant 
put there in 1962. We paid for it totally with no help from 
anybody, I am sorry to say. 

Every town up the river that is not incorporated, 
where theire is a plant, built its own disposal plant under state 
standards and they are operating and checked regularly. They 
get no help from anybody, but they are industrial plant entirely 
plus whatever people happen to live in that village, ^dtiich is 
incorporated into it. They have got no financial aid from 
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anybody. 

In the cities , tirtiere these plants axe located where 
they use the city sewer system, they pay a sewer tax which is 
sufficient to maintain it and retire the debt. There is no way 
to separate that because it is incorporated in what they pay. 

If you charge them more, Ed, than they can do it thran- 
selves, they will go out and build their own plant. 

Senator Muskie. All I am saying is that however wide 
the door has been opened xqp to this point, it has not been opene( 
all the way. If it is opened all the way, we have got to revise 
upward the estimates of the Federal contribution that has to be 
made. 

You cannot take a $20 billion estimate that is based 
on an estimate of the cost of dealing with municipal waste and 
just, without any consideration at all, include the construction 
ox xiiduucrial capacity across this coiwtiry. The dollars don't 
stretdh quite that much« 

If we make the conscious decision that, however much 
the door has been opened now, %fe are going to open it all the 
way for the construction of industrial capacity without any 
obligation upcm the industry to repay it, then we have got to 
revise our estimates of how much money we have got to authorize 
and apprc^riate for this purpose. That $20 billion does not 
cover it. That is clear. 

Senator fieall. Mr. Ghaimaa, is the concern here one 
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that inclustry not so much of payixig the cost, but mayb^ beinc^ 
charged twice for the same cost and that, if the industry pays 
initially on the basis of the cost of construction of the faci- 
lity and also pays on the cost of replacement of the facility, 
he is paying for t%«o plants at the saute tine. 

Mr. Billings. We will resolve that. 

Senator Huskie. No, not in that form, beqause it is 
obvious that by replacement costs you are not talking abovit a 
diq>licate plant, a substitute plant being created at seme point 
in the future. 

Vlhen you are tallying erix>ut replacement dollars, you 
are talking about replacement of machinery, not about, land, not 
about the structure. It is really maintenance of deteriorating 
equij^aent. 

We are not asking than to pay twice. 

Senator Beall. I know, but the point is tbat that is 
a concern, and we have to resolve the definition of replac^anent 
costs . 

Senator Huskie. I am sure that industry understands 

that when you build a capital facility they do it themselves, 
that replacement of parts that wear out is sonething that you 
have to taiie into account. 

Senator Beall. The concern that is expressed by muni- 
cipality and state is that the definition won't be clear eiu>ugh 
to maJae that point. 
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Senator Huskie. We will make that point clear. 

Senator Eagleton. Is that the only concern as to the 
treatment of industrial waste? 

Mr. Billings. There is another issue. 

Senator Muskie. Ai^rently there are two other issues 
1} whether or not the states should be allowed to subsidise in- 
dustry £or their share of the cost of industrial capacity; 2} 
whether or not we should subsidize industiry with respect to the 
Federal share of the cost of the industrial capacity; 3) the 
extent to which industry itself is asked to repay any of the 
cost, where should that repayment go with respect to the Fed- 
eral shaxa. The coinmunity or the Federal Treasury? 

These are the three issues. It involves billions of 
dollars. It is not jtist something you can slip by. 

Senator Tunney. Mr. Chairman > Z certainly feel that 
you make a most persuasive case for having industry pay for thei] 
share of the cost of building waste treatment plants and for a 
reasonable fee for replacement of equipment to maintain the op- 
eration of the plant. 

I am just curious to know if there is anybody in the 
room who disagrees with that po8iti<»i that you have enunciated. 

Senator Muskie. Unless — Let me raake another point. 
One of the reasons that we have developed this concept was be- 
cause of the pressures from some quarters to abandon this whole 
approach with respect to industry and create an effluent tax. 
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the wbole idea being that you just Inqpose upon industry a cost 
that measiires the cost of dealing with effluents, thus forcing, 
by pimitive tax, called an effluent tax, to build their own 
facilities or to create the revenue base for public construction 
of industrial waste treatment facilities. 

Now, tliere is a very strong body of opinion among 
those concerning themselves that that is the approach you ought 
to take. You ought not to fool around with water quality stan- 
dards or effluent standards. Just tax every industry on the 
basis of the amount of pollutant and the quality of it and the 
difficulty of dealing with it that it discharges in the water- 
ways . 

Then that ought to trigger a real effort on the part 
of industry to deal with its own wastes. Now *■ 

Senator Jordan. On the other hand though, Ed — 
Senator Muskie. So what we have developed here as an 
alternative is a positive constructive program of trying to 
stimulate the construction of waste treatment facilities, assess 
ing industry a fair share of this cost, if it wishes to paurtici- 
pate in public facilities, as a soiuxd alteimative to that 
approach. 

Now, if it is going to be a ccanplete subsidy of in- 
dustry, you are going to find a real issue raised on the floor 
of both Houses. 

Senator Jordan. I don't think you have got industry 
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subsidy there al: all. Iiet me go back eigain. A plant tiiat I 
know of built their own plant entirely. It all goes in the 
river. It has got to go in the river ]»ecaiise there is no other 
place for it to go in the world. It can*t go up in the air be- 
cause it wouldn't stay. 

Now they have got to meet the standards set by law 
with what they put in the river, you have got nobody to blame 
for anything. They have met the quality standards of the law. 
They have built the plant to fix it. ^tty qperate their own 
plant and paid for it, so there is no reason you are going to 
tax him for the water be puts in there after he treats it so it 
is perfectly all right to meet the law. 

Senator Niuikie. Hell, Everett, this syatosi has not 
worked. One of the issues we are going to get to, in cost 
consideration of this bill, is whether or not -> to what extent 
to modify the water quality standards approach by effluent con- 
trol approach, because it has been very difficult to translate 
water quality standards into direct and specific effluent limi- 
tations > 

In other words, there is no way of predicting in ad- 
vemoe whether the particular effluent limitation is going to 
produce the particular water quality standards or water quality 
results . 

This is why we have been trying to develop in this 
bill a more realistic and effective way of dealing with it. 
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There is still some question in what we have in the Sub-coRimit- 
tee and that is one of the issues we are going to raise later. 

Senator Jordan. What do you want to set a standard 
for, if you don't know what it is going to do? 

Senator Muskie. Well, becaiise if you set a standard 
h, B, C, and with A as the highest quality you want, thcure is 
no way that can oinimize litigaticm from industry that you can 
say: "That means that industry X has to control his effluent 
to a certain extcmt." There is just no way at the present time, 
especially when you have got a lot There is no way of creat- 
ing a model apparently for the mix that you get from the results 
to predict in advance how much a given iiMSustry has to limit its 
discharges in order to produce a given quality of vrater, so we 
have got to move and do something that will %N>rk better than the 
present system. 

Now, one way of doing that is an effluent tax, which 
is proposed. We have got testimony. Every time we have had 
hearings, there has been a strong body of opinion. There is an 
amendment before the Ocmmiittee on this, which has been introduces 
by Senator Proxmire. 

Z am sure that unless we find some other alternative 
to that that he is going to press it strongly and he is going 
to get support. 

I have never been sold on the effluent tax. 

Senator Jordan. I don*t see how you could have any 
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effluent tax. You coiald have one 

Senator Muskie. You could have one if you enact It. 
'Shat is easy. 

Senator Jordan. You can tax everything, but you don't 
want to get pluaab 8tiq>id. 

Senator Muskie. There is something very close to it 
being used in Germany now in the Ruhr River valley. It ia^ pro- 
ducing a elean-up in the Ruhr River. It has produced it. It 
is v«cy close to it. 

It is not precisely what the effluent tax proponents 
say it is, but it is close enough to it sq that its eKistf^ce 
raak<^£> a vexry persuasive argument. That is why I, in order to 
avoid that result, have tried to propose this altem«9^tiye. 

If we go b^ond this to say: "The public Tre^sviry is 
going to provide all the capital costs for building indlustrial 
capacity," it is just going to trigger the reaction in which 
they are going to say: "You are going to put it all on indus- 
try." 

Now, that is wtiat you have got. 

Senator Jordan. Let me make an observation and see if 

f 

1 know what you are talking about. North Carolina uras one of 
the first states in the Union, maybe the first, that classified 
all their watMmays. 

They classified according to the use of the river, how 
large it is, and vhere the river goes and how much water is in 
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it and a great many things* 

In other words , seme streaios going to wind up in the 
citjr of Greensboro. They have three big lakes now, which are 
used entirely for consuaiQption oi: the city of Greensboro. They 
have got very strict reulaticms as to what can be put in those 
streams, because that is going to be drinking water. 

Xt still has to be filtered and chlorinated and all 
the things it goes through because it is not drinking water when 
it goes in there. 

Other streams are going to be used for navigation and 
a great many other things that are classified less, because they 
don't need to be. Cities do take that water out at different 
places for the city si^ly. 

They chlorinate it and all those things that go througl 
it, but they don't all need to be the sane thing. You don't warn 
to try to make drinking water out of every stream you have got, 
because that would coto^letely be prohibitive in costs and they 
don't need to be. 

They do need to be clean enough that the water can be 
cleaned up and useable for swimoing and fish and the things for 
irttich we nomally use rivers. That would take care of the or- 
dinary pollutants. 

I think that is what ve want to arrive at in this kind 
of legislation. We don't want to turn it into drinking water 
right off the bat,, becaiuse you coul^'t do that if you wanted to 
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Senator Huskie. Well, the qiaestion of niiat quality 
water you are going to achieve is one that the Sub-conpittee 
considered in the Tunney amendment and so on. 

Senator Jordan. I aua c the sub-coomittee knows 

and X don't know. 

Senator Muskie. Wait a minute. That is not what we 
are talking about here. What we are talking about is whatever 
quality of water you finally decide by whatever mediianisro by 
i^tever standard you achieve, it dbviously is going to mean, 
if we want something better than we have got, some clean-up of 
both industrial and municipal wastes. 

It is going to involve clean-up by municipal waste 
treatment plans and it is going to require clean-up by indus- 
trial waste treatment plants. 

The question is to what extent do we try to serve both 
of those functions through public plants. If we try to do it 
through public plants, what share of the cost should be borne by 
the local public treasury, what share by the Federal Treasuxy, 
what share of cost by the industry itself? 

Now, that is what we are talking cd>out. Up to now,, 
with the limited exceptions that we have referred to here today, 
the public, at least on the Federal contribution has been used 
to build public capacity, the capacity to deal with the munici- 
pal wastes, not the industrial wastes. 

Now, the questi(» that has been opened by this 
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discussion is whether or not the Federal Treastury should also 
build the industrial capacity. Whatever the event in the ex- 
ceptions w to this point r this has not been the general pol-> 

icy. 

The authorisaticms we have enacted have not taken that 
into account. What we are talking about is a greater cost prob- 
ably than the cost of building the public cta^Gity, 

So it is a serious question of how much more cosonit- 
ment we are ready to amke frcm the Federal Treasury. I am not 
ready to go that way. That is all I am saying. 

Senator fientsen. I would agree with you^ Ed, as far 
as the Federal government not paying for industry's additional 
capaeilgr on waste treatment. 

Something was said almost casually at the beginning 
and I would like some more reasons for it. Z believe the point 
was made that we wanted to encourage industry to use the, public 
waste treatment plants. 

Because of economics or size? What is the reason for 

that? 

Senator Muskie. Well, the incentive that we have al- 
ways thought of as a sound one is to build a capacity with Fed- 
eral funds, but to require that the industry repay. You see, 
this is all the Incentive that industry has ever suggested that 
it needs. 

Senator .Benteen. Z am not arguing that. What is the 
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reason why you want indtastzy, instead of building its own plants 

to participate in municipal pliints? There must be some reasons 
for that. 

Senator Muskie. We never regarded it as necessarily a 
national objective that they do, but we understood that in many 
communities , this would be a desirable way of achieving the <^ 
jective of cleaning \xp both industrial and Btunicipal wastes and 
we want to make that possible in a one-horse town with one in- 
dustry whic& is the major taii^yer. 

It makes some sense. 

Senator Bentsen. So you have some econoDd.es of size 

possibly. 

Senator Muskie. Yes, plus the principal taxpayer can 

plan his or its capital eacpenditures and his operating expendi- 
tures. 

Nr. Billings. There is also a valid regulatory basis 
for this. The city of Chicago, which receives most of the wastes 
from the industries located in the metropolitan sanitary dis- 
trict's service area, has greatly reduced the nundber of indivi- 
dual out-falls into the various rivers, thus reducing the poten- 
tial sources of pollution and so on* 

At the same time, it is able to know exactly what is 
coming into their system and exactly what time and, addition- 
ally, having the people of Chicago benefit from the industrial 
sur-charge, the part of the over-all base for funding the^ j 
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facdlity, so there is thajk advantage • 

Senator Eagleton. There is a third factor too* Zf 
many industries cease using municipal treatment facilities, you 
would have greatly under-utilized existing capacity. 

Senator Muskie. That is right. That is 4 different 
question with respect to those situations . 

Hr. Billings. There is one additional point oi^ that. 
On this question of subsidy to industry, industries in tiu^ world 
of theoretical economics will select the cheapest way of aoooBi- 
plishing waste treatment objectives. 

Zf they are subsidised througii^ the municipal plant, 
then they may not reduce the waste that is generally through 
their plant to the maximum degree that is feasible, whereas, 
if they are on a clean cost coinparison basis as between a non- 
subsidized municipal treatment opemtionand a choicer of doing 
scxoething on their own, they will select whichever is most eco- 
nomical and make that judgment and proceed from theire, ^hioh 
means that the product pricing relationship is going to bs much 
more dear. 

In terms of plants located in different kinds of 
areas, there is much less of a ooaqparatlve adverse siffect, one 
plant being able to go into a launicipal syston and one plant not 
being able to. 

Senator Jordan. X tliink you are saying exactly; what 
Z kept saying all the time: That a plant that is there hqw has 
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helped pay for that plant through the taxna that have been im- 
posed on him in any form you want to put it in. 

He has got a tax to pay. When he came in, he got a 
sewer tax to pay evexry month for the gallons he puts in there, 
so he is not being subsidized any more than the folks that have 
a house on a lot. 

Senator Huskieii Well, let ne say something there now. 

Senator Jordan* You are talking about if you wanted 
to build a new plant. 

Senator Huskie. I am not trying to upset any arrange- 
ments that have already been made. I am talking about arrange- 
ments from now on. Let me touch on the point you made. 

In the town where X was bcxcn, the local paper company 
pays better than half the municipal taxes. Z forget what it is, 
but let us call it SO percent. 

The waste treatment facility is built to deal with the 
public wastes. That paper conqpany is going to pay for half of 
the cost of the public taxes that are necessary to support it, 
including the local share of the cost of the plant and the cost 
of operating and so on. 

If you had industrial capacity, hoif«fver# sufficient to 
deal with that mill's industxial wastes as well, then what you 
are talking about is that mill not as a taxpayer, but as a user, 
as a discharger. 

Senate: Jordan. What ar* they doing with it now? 
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Senator Miiskie. There is none. There is no effective 

treatment. 

Senator Bentsen. Let ne make this point. 

Senator Haskie. They have a very stinky river. 

Senator Bentsen. Z really don't believe that there is 
an argument here. It se^os to ne that what Everett is saying is 
that where you have a tax and a fellow is paying his part of it^ 
he feels he is already making his contribution there. 

The Chairman is saying that if we cone in with Federal 
money and add to it» in that instance he is not being taxed on 
that. To the ctxtent that there is an additional amount spent of 
Federal money, the industry itself should pay its pro rata part 
of it. 

They are not paying taxes for that. That is Federal 
mcmey coming in. 

Senator Huskie. That is right. 

Senator Jordan. In your case with the papcur plant up 
there, Z know where it is and Z know how it smells too. We have 
got some in North Carolina. 

tfhat is going to happen to them? Are they going to 
have to put in a disposal plant of their own and pay for it, 
enough to take care of whatever they put in the sewer systcsn in 
the city? 

Senator Muskie. Yes> 

Senator Jc^aa* And that is what they would eacpect to 
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do. 

Senator Huskie. Yes. That is what we axe talkizig 

about* 

Senator Jordan, But I don't think that we need any 
legislation to take care of that. 

Senator Muskie. No, but — • Yes, we do because we have 
tOr in the event that the ci^eit^ deals with their prcrit>lem as 
part of th6 public facility, have sonie policy as to what — fAio 
is going to finance , ^Am is going to pay for it, and so on. 

Otherwise, there is no Federal policy to deal with the 
situation. That is why we have written the policy. 

Senator Jordan. You are talking about if your paper 
plant now brings its effluent right back into the city system 
He is not doing it now. 

Senator Muskie. There is no city system, so the ques- 
tion is whether they build a system to take care of just the 
mmieipal waste or uritether tbmy build it big enough to take care 
of the municipal waste and the industrial wastes. 

It is a question of doid>ling the cost, in effect. If 
they decide to build a big enough system to take care of the in- 
dustrial wastes, is that what the mill wants? Is the mill pre- 
pared to assume the cost of building that additional capacity? 
If so, on what terras and to what extent should the Fedenl gov- 
ernment be involved, if any, in that cost? That is what we are 
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talking about. 



Senator Jordan. You don't have a sewer system in the 



town now? 



Senator Muskxe. There is a sewer system, but there is 



no waste treatment system. 



Senator Jordan. 



None at all? 



Senator Muskle. 



NO. 



Senator Jordan. 



A little bit backward. 



Senator Muskie. 



No. I will tell you why. This is 



why my ears perked up when you were talking about your North 
Carolina situation. 

They worked out an agreement with the community two or 
three years ago to build a combined plant. The mill was prepare< 
to pay its share of the capital costs. This was all worked out. 

Because of the failure of the Congress to fund the pro- 
gram, however, the state, being a small state and not getting a 
hell of a big chunk, even when it is fully funded, just would 
not include that at tiie top of its list of priorities. 

Instead, it allotted the very little money that it had 
to communities that did not want a combined pXauu.. In other 
words, the Federal funds were too limited to pesnit it and there 
were about two or three other papermill towns which wanted to do 
it in Maine, which could not do it because the capital funds were 
not sufficient to do it. 

They would be swallowed too much, to the detriment 
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of other towns that were building only municipal waste treatiaent 

plants. This is why we need a policy so that we can cover those 
situations. 

Senator Jordan. Well, suppose we just completely ig- 
nore the paper mill, so that is not a part of the city's busi- 
ness. You just build your own disposal plant. That is what a 
great many of them are doing. 

Senator Muskie. That is what we are writing here. We 
are writing policy. Do we permit joint plants or do we not and 
what should be the relationship fiscally, operationally, and 
otherwise in this whole thing? 

I think there is enough evidence that combined plants . 
are used for public purpose that we ought to provide for them. 
So, we are just trying to work out the rules, so that we can do 
it. 

Senator Jordan. Z agree with that part. I certainly 
agree. In other words, a great many of the industries would not 
go into a town that didn't have something. 

Senator Muskie. That is exactly rigbt. 

Senator Jordan. They %»ould say: "I don't want to go 
into the diie^osal business. Z dcm't want to have to pay for it. 
I pay a sur-tax because Z am mcdcing this stuff." This is what 
it amounts to. 

Senator Muskie. This would be especially in small 
towns like you have in your state and I have in state. 
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Senator Jordan. We don*t want to put a millstone 
around the neck of industry. 

Senator Huskie. X don't think we will. 

Senator Jordan. We don't want to do that. 

Senator Muskie. The three questions that we will have 
to vote on -•' and again I don't think this afternoon is the time 
to vote on these things because they all hinge on lAat we do on 
the Buckley proposal — is: 1) whether or not we should make it 
possible for localities and states to simply underwrite the in- 
dustrial portion of the capacity if they want to as an industria 
promotion effort; 2) idiether we should at the Federal level un- 
derwit© the industrial portion — and Z gather the consensus of 
the Committee is settling down to "no" on that; and 3) if there 
is recovezry of the F€»deral share of the capital cost, should it 
go to tb» locality or come back to the Federal Treasury? 

Those are the three issues that we want to vote on at 
some point irtien we have gotten to it. htm there any others? 
Let us get on to the next. 

Senator Jordan. Hay I ask a question at that point? 
Suppose you make an option that they could come into the city 
syst«n if they wanted to or build thedUr own if they are big 
enough? 

Wxskt about the tax write-off, wfaeire the governoient 
goes and says: "You have got to build such-and-such a treatment 
plant"? Are you going to get into tax «nrite-of fs for that? 
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Senator Huskie. I£ they Jbulld it themselves, of 
cotirse they will. If they btiild it as part of the municipal 
system and pay for it through their user charges, I would assume 
the user chturges would be deductible as a cost of doing bvuBi- 
ness. 

In other words, the difference between buying a plant 
or leasing it. If you leased it, your rcmtal charges are deduc- 
tible. 

Senator Jordan. You have got a five-year write-off 

now on a disposal plant that was built 

Senator Huskie. You still would. 

Senator Jordan. What would happen in a new one now? 

Senator Huskie. If industry puts the money or bc»:- 
rows the money itself to pay for it, then it would have the 
same. 

Hr. Billings. Not if it is a new plant a new indus- 
try built subsequent to that effective date, which is April, 
1969, or something. 

The assuB^tion is that a new plant should take into 
account its cost of waste treatment in its own economics. Un- 
less there is a change in that tax law, there will be no, spec- 
ial amortization for those plants. 

Senator Bentsen. Regular depracsiation would apply to 

it. 

Senator Huskie. They would write it off in accordance 
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with whatever depreelaticm would apply. Z don*t kaow about the 
five year business, but they would %n:ite off the cost. 

Senator Jordan. It would take them a long time to 
write off a treatment plant for $2 million. 

Senator Muskie. Z dcm't know. Z don't know the 

value. 

Senator Jordan. One of any sixe costs that much. 

They bring no return whatsoever. 

Senator Muskie. Whatever we write, we won*t change 
the tax laws. 

Senator Boggs. Let me ask one qv»sti<m here. We 
don't visualize capital cost even from industry would have to 
be paid inntediately. Zt is just paid for over a period of time 
in user charges in 30 years or 50 years or whatever. 

Senator Muskie. Whatever the period is. 

Senator Boggs. Zt makes a business expense. 

Mr. Billings. The Industry contribution on the Fed- 
eral grant part of it would not have to be paid initially. Zt 
would be paid over whatever the life of the jpegulation — life of 
the project would be, probably 50 years. 

Senator Boggs. Z think there is a misunderstanding 
about that. 

Senator Muskie. Z think one argument for requiring' 
repayment to the Treasury is that this pirogram is going to be a 
continuing one tot at least five years. Since we are putting up 
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public mQbey, to the extent that it is. repaid, if the Federal 

government is putting it up, the Federal government ought to 
get it back. 

It wouldn't be a revolving fund exactly, but in any 
case it would reduce the burden on the Federal taxpayer of put- 
ting up that capital cost for industry. 

Senator Eagleton* Is that only if it is Federal ci^i- 
tal or a Federal grant? 

Senator Muskie. It would be a Federal ^ant. 

Senator Eagleton. What about the 15 percent? 

Senator Muskie. I think the issue as we c<»isider it 
is whether or not that should be left to the local community. 

■Mr. Billings. Another issue as to where we can re- 
quire the local government to take the local share. Can we 
require the local govermnent to recover any state contributions? 
This is how you handle local contributions when it becomes a 
little bit sticky. 

Senator Muskie . I should think if we make it discre- 
tionairjr tcac camaunities, we ought to make it discretionary tor 
the states. 

Mr. Billings. That is the point. 

Senator Muskie. That will have to be decided in state 
and local relationships to go that route. 

Mr. Billings. That would be the advantage of having 
that aspect discrcitionary, because if you make it mandatory on 
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comBunities, then you just have to 

Senator Eagleton. Make it mandatory to recover the 
75 percent Federal share and optional on the 15 and the 10 of 
the state emd the municipality. 

Senator Beall. Z have been an advocate p£ leaving the 
Federal share at the local level « but it occurs to me that if 
you alloif the locals not to recover their share, they could de~ 
cide to do that because they were going to keep the Federal 
share. 

That is an argument against it. 

Senator Muskie. Could we get into the next item just 
so that we can get them disposed? We are finding new dimensions 
of each of these issues. 

Number 5. 

Mr. Billings. The issues raised by the Allocation 

Formula ■ The Sub-c<8iimittee approved an allocation formula 
based strictly on population. The Administration has requested 
again, as in earlier legislation, that there be consideration of 
the need in the water polluticm control problm in states In 
determining allocation. 

The Sub-conmittee rejected the initial prcqposals on 
a need allocation because of the vagueness of the basis on which 
such an allooation would be made. 

There is, however, value in this consideration, if the 
criteria can be established in whi^ the allocati<ni formula can 



J 

2 
3 
4 
5 
6 
7 
8 
9 
10 
It 
12 
13 
14 
19 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 



613 

be fairly strictly defined to giving; soine consideration to the 
needs of the states because of the vast difference in the back- 
logs idxich exist in the various states. 

Senator Eagleton. Could I raise a point on that one? 
Senator Beall is interested in this. Z don't have the exact 
figures in front of me, but, as Z understand it — - maybe he has 
them if you took the entire O.C. share, as the bill is writ- 
ten, it still wouldn't be enough even to do Blue Plains -and it 
would consume almost all of the state of Maryland's share. 

Senator Beall. It would. All of it. And all of 
Virginia's share. 

Senator Eagleton. They would have nothing left for 
BaltiRK>re or Richmond. 

Senator Beall. It wouldn't consume all of it. 

Senator Sagleton. But all of Maryland's. 

Senator Beall. That is a sewage treatment plant down 
there that is going to take care of Washington, Virginia, and 
suburban the metropolitan Washington area. 

Nr. Billing. It is polluting the Potomac. 

Senator Beall. The one that is causing all the pollu- 
tion in the Potomac. Here we are trying to create a model. As 

i 

a result of the standards imposed by the intergovernmental 
agency for the whole region, it has increased the cost of this 
treatment facility above what would normstlly be the case. 

The Federal government is making a substantial 
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contribution. We don't allow, in this period, flexibility to 
make a contribution in the case of an inter-state agency or an 
inter-state facility, so that all of the local contribution woul< 
be consumed in constructing this facility which must be con- 
stzucted. 

It is an already budgetted figure included in the 
total amoimt. 

Senator Tunney. If I understand you, you are saying 
that all of Maryland's Federal share 

Senator Beall. All of Maryland ^s Federal share would 
be used upon this Blue Plains project. 

Senator Boggs. Is that based on population?— Your 

allotment? 

Senator Beall. For tMo years. 

Senator Boggs. Are you talking about allotment on 
population? 

Senator Beall* On the basis of population. 

Senator Jordan. If you borrowed the money, you would 
tiave it over a period of 20 years or 15. 

Senator Beall. Interestingly enough, it is more esqpen- 
Bive under the 75 percent basis than it is under the 55 percent 
basis . 

Senator Muskie. Let me say this to you. I have al- 
ready given you a similar situation in Maine. These two or 
three or four papermill towns wouldn't get anything because to 
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do what they regiiire would use up too much of the ^tate/s share. 

Mr. Billings. There axe a number of states which will 
not use their share, partially because they are well ahead of — 
They are either well cQiead of the program or else they have con- 
siderably more limited needs. 

Senator Beall. You see, if the state of Maryland were 
left alone to do of its own choosing, it could go ahead and pro- 
vide sewage treatment facilities for the Maryland axea and it 
could do this at a much lesser cost. 

As a result of legislation and as a result of pressure 
from the Federal government, however « they entered into this 
agreement with Virginia euid the District of Columbia to take 
care of this on a regional basis. 

They have been able to do this under the previous 
legislation. As a result, a substantial Federal contribution 
has been made to the construction of this facility which is sup- 
posedly going to be a model of the whole area because it is the 
Nation's capital. 

The way this law is now written, however, Maryland 
cannot afford to pay its share anymore. The; money is not there 
because the flexibility isn't into the Act which gives the 
Environmental Protection Agency the authority to make its con- 

V 

trlbution and the percentage of its share. t 

Mr. Jorling. Perhaps I can explain on that. When the 

■ > 

Administr<»tion submitted the $2 billicm request for fiscal '72, 
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which has been appropriated, the Administration submitted on the 
basis of their ox-m allocation formula in the bill suLiuitted and 
pending before the Committee, which provided 20 percent of the 
i.to.KVy -a^., be held for the discretionary fund by the Adminis- 
trator, and it was out of that 20 percent fund that they were 
going to fund the D.C. shuxo or the Federal share of the Blue 
Plains project. 

*hey hcjj. ijoiae other severe problems that they were 
going to also account for in that 20 percent fund. Senator 
Baall points out that the bill provides no discretionary raoney 
to the Administrator. 

Ali of it goes by straight population allocation, 
which would operate to exhauist Harylsmd*s fiscal *72, '73 share 
and the D.C. share. 

Senator Muskie. Just a point of information. To 
whom is this Federal contribution for this combined project 
given? - - . 

Mr. Jorling. I think the Federal contribution here is' 
to each of the jurisdictions: b. C, Maryland, and Virginia. 

Senator Muskie. Now then, would the obligation fall 
only On Maryland? 

Mr. Jorling. It doesn't fall only on Maryland. The 
population allocation would give Maryland so much moitic^^ b. C. 
so muoh money, and Virginia so much money. 

That amount of money would be used entirely for each 
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of those jurisdictions' contribution to the Blue Plains project. 

Senator Bentsen. Tom, when you talk about funding it 
in two years, you dcm't n^an fund the ^^le cdroject in two years 
do you? Are you giving a realistic tine speui on this thing? 

Mr. Billings. You have to obligate the funds. 

Hr. Jorling. The entire amount is obligated out of 
that share for that project. Dispersttnents are not nade until 
the construction bec<»nes due. 

Hr. Billings, Dispersements made over a five or. six- 
year period. You have to obligate the Federal bond. 

Mr. Meyers. Instead of the pq^ulation approach, if 
you took the approach that was suggested by the House staff 
that you go on the basis of allocating on need based on those 
$12 billion submission from EPA, would that chemge the situa- 
tion with respect to this particular problem? 

Mr. Billings. The point there — The point with the 
$12.6 billion figure is that it does not take into account osr* 
tain projections of the states which are not agreeable. 

Senator Huskie. I am still pussled. by this project. 
Now you say that Marylemd could do its share of the jc^ cheaper 
by itself. Is this true also of D. C. and Virginia? 

Senator Beall. You wouldn't have an integrated -sys- 
tem. It is impractical to do that, you see# fron a pumly good 
water pollution control standpoint. 

Senator Huskie. Moving away from that 
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Senator Beall. Congress legislated against thm doing 
that. Congress insisted that the area be treated as a metropol- 
itan area« 

Mr. Jorling. Maybe I can go through it. The facility 
cost $360 Biillion. That total figure is allocated accoirding to 
the use to the three j\irisdictions involved; Maryland, D. C.» 
and Virginia. 

Under the straight line population allocation, each 
of those jurisdictions would receive an mount of money which 
would be, in the over-all sense, insufficient to come up with 
$360 million. 

Moreover, it would exhaust each of the allocations 
made, except in Virginia, X guess. It would exhaust D. G. *8 
total allocation, which is all right, because this serves their 
entire population. 

With respect to Maryland, however, it would exhaust 
the entire state-wide allocation just for their contribution 
into this particular facility. 

It is under an enf orcosent conference order of the 
Agency to get the thing on line within two years, so the ques- 
tion ecoias tqp of how to fund it. 

is 

Senator Muskie. What strikes me /that the over-all 
funding of the program is inadequate. 

Senator Jordan. All right. It seoos to me — - 
Senator Muskie. Tbe point Z raise is that if that is 
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the case, that the proposed funding is inadequate, i£ you pro- 
vide for this sort of a situation, what you tend to do is take 
money away from other states that face similar prc^lems, maybe 
not on such a great scale, but on seme scale. 

Mr. Billings. I think the Agency argued that if you 
had a formula based strictly on need, the authorisation would 
be adequate. 

Senator Bentsen. The fomula based on need would be 
an exceedingly difficult one to arrive at, I would think. 

Mr. Jorling. Considering the method of collecting the 
data, it cert2ulnly would be. 

Senator Jcxrdan, Aren't you talking about paying for 
this in three years? The total cost of it? It seems to me in 
a case like this that there are going to have to be some bor- 
rowing power here and set this txp where it can be paid over a 
period of years. 

If everybody is going to have to pay for it in three 

years — - 

Senator Beall. It is the Federal government's share 
%re are talking about. Of course, Maryland is borrowing its 
share. This is the Federal share. . .... 

Senator Jordan. This $360 million? 

Senator Beall. Yes. 

Senator Jordan. Beap big plant you are going to 

build. 
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Senator Beall. This thing is mandated by the Federal 
Potomac Enfoircement Conference. 

Scmator Jordan. We may have to get a new Conference. 

Senator Beall. The Congress has said that they want 
the Washington metropolitan area to be made an example for the 
rest of the nation. It has been estimated that as a result of 
making it an dxanqple, the costs have been escalated by about 
$200 million. 

Senator Huskie. 1 have no objection « but what troublei 

me is that just because of the nature of the problem, the number 
of jurisdictions involved, you get involved in a mechanism for 
Federal funding a share of the cost. 

X can see that repeated over and over again across 
the countiry in the metropolitan areeis and even in some small 
towns like the ones X have talked about. 

If we put together a mechanism that solves this prob- 
lem, the effect of %diich is to If you have got a $20 billion 
program that is adequate for the whole country, the allocation 
is wrong. 

What you do is take 20 percent off the top, $4 billion, 
discreticmary that is going to go to the places that squejBdc the 
loudest; You will have reduced the over-all. 

iSiis pinches the small states because snail {States* 
shares aren't that big. You pinch a lot of places in the town 
you are relieving the pinc^, and legitimately so, so I am worrie< 
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about the way ve do it. 

Senator Bentsen. Mr. Chairmeui, is there any discxe- 
tionary laoney in this at all? 

Mr. Billings. One year after this initial obligation. 
In other words, one year after the beginning of the fiscal year 
for which the money is made available under the law, anything 
that is not obligated for projects in a state to whidh it is 
allocated becomes eligible for re-allocation in states where 
there is a need for the priority given to states which are match 
ing 50 percent. 

Senator Bentsen. There would he a rush to get their 
money obligated then, wouldn't there? 

Mr. Billings. That is right. The states would ccine 
in and say: "This is how many projects we have got," get their 
projects, approved, get their obligations. 

The fact is that some of this money has come back 
each year from states like Montana, Idaho, and ffycming, places 
with relatively small allocations, but places also with a very, 
very small identifiable need. . 

The states with very serious problems — — 

Senator Ttinney. Are you making a specific proposal, 
Si^eU;^::. .^^ui.±? 

Senator Eagleton. Is tiiere any way, rather t:han mak- 
ing it — The worry you have, on a percentage fund at 10 percent 
of $20 billion is $2 billion. Over A span of years, it lends 
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itself to political determinations. 

Senator Beall. We don't put it on percentage. We 
say $200 million. 

Senator Eagleton. I was told, although I don't know 
where I got this , that there are. about six proijects around the 
country that were in a similar plight, although not identical 
to, as Blue Plains. 

Did I get that from you, Tom? I don't know the exact 
number. I think Bob might have been the transmitter of infozrma- 
tion. 

Apparently the discretionary fund argument of the Ad- 
ministration is that there are things like Blue Plains, cities 
that are under enforcement orders to build their facility and 
have it on line in a certain period of tdlme, which would have 
this discretioniury money available to them, so that they could 
ccHnply with the time table which has been inq^osed supposedly by 
the water quali-^ objective, and that that money is necessary if 
there is a formula based on population, because that money could 
not have gptten to those communities any other way, so that the 
basic argument is that there axe certain places around the coun- 
try that need assistemce earlier than the population allocation 
formula would make it available to them, and they would like to 
move them along. 

The other question that Z have is — The House has sug 
gested more following the line like the cost estiinates in the 
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highway program* I don't think that is feasible until after we 
go through the develtqanent plan which accurately assesses plant 
needs around the country, so that you can get a better retio be- 
tween the needs. 

Z thizdc Senator Beall's proposal was to sort of adopt 
an interim which was a smaller discretionary fund, to put some 
linltationa on it that the Adminiistraticm's bill did not have 
for interstate projects, employing advance waste treatment as 
distinct from a»rely secondary treatment, and allow the A^lninis- 
trator to make funds available at an earlier date than they 
would on the allocation program. 

Senator Tunney. Tom, under the allocation foi^iiula, it 
is unlikely that you would ever get $200 million returned in any 
one year, isn*t it? 

Mr. Jorling. Under a $2 billion authorisation, Z thin] 
the return would be that mich or more* X am not sure, but m^f 
iiiq;>res8ion is that it would be higher than that. 

Senator Tunney. Higher than the $200 million? 

Mr. Billings. I think under the $1 billion aulSiorisa- 
tioh last year, they anticipated a — sums not obligated of 
$192 million. That is 20 percent. Hiat is not really very sig- 
nificant because the states have not been pushing forward their 
projects . 

Senator Tunney. As a point of cos^romise, one Why. 
could you not limit the $200 million that is contained in 
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Senator Beall's amendBient to the year '72, and after that you 
rould have $200 millioa available for re-alXocation because it 
rould be coning back? It wouldn't be allocated and would be 
ivailable for re-allocation. It would take care of the interim 
ov the fiscal year *72. 

Hr. Billings. Iknother aspect here. Senator, - 

Senator Tunney. Glenn, does that meet — - 

Senator Beall. If 

Senator Tunn^, your problem? 

Senator Beall. If mine is the only problem, I guess. 

Senator Tunney. But you are going to have over $200 
iillion available to re-allocation anyway, after the program 
ets going. 

Senator Beall. That assumes that the other things he 
alks about are not in need imnediately, the other states. 

Senator Hoggs. Con^tition for the money. 

Senator Tunney. But, on the other hand, that was the 
asis of XOY assumption, that after the progr£UQ gets going, 
ccording to Gonniittee staff, you are going to have taotm than 
200 million available to the Adbninistrator for re-allocation 
ecause it will not be allocated in the first go'-around. 

Senator Beall. I4hat difference? If he is going to 
ave that $200 million, what is wrong with saying that $200 jnil- 
ion shall be allocated in each fiscal year for this specific pur 
ose? He has got the other coming back anyway, so he can re-allo 
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cate. 

Senator Tunney. Because now he will have both. 
Senator Beall. Mo. This is $200 million of the 

total. 

Senator Tunney. Right. But he will have that perman- 
ently, plus he will have the additional aioneys that 

Senator Beall. ifiiich he is going to re-*allocate. He 
are aaytag here that $200 million should be used for the speci- 
fic purpose of applying it to advance treatment methods in inter 
state cases where there is a special need. 

Senator Bentsen. Zf you aure going to give him this, 
why do you want to allocate it specifically to that purpose? 
You may have needs intranstate that are more isqportant for the 
re-allooated funds. 

Senator Beall. Be has that flexibility to use the re- 
allocated funds, doesn't he? 

Senator Bentsen. Yes, but Z was following his line of 
reasoning, that, in effect, this was going to be — 

Senator Beall. Z think John's amendment is which dol- 
lars you are going to use. Zn the case of this amendment, $200 
million is available each year for this purpose. You are say- 
ing that after the first year, use this re-allooated money for 
this specific purpose — 

Senator Tunney. Or for any purpose for inter-state or 
intra-state. For inter-state or intra-state, if you limit it to 
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fiscal year '72, you take care of your problem* 

Senator Beall. To be perfectly candid. Blue Plains is 
of such iaiinediate isoportance and has gotten now so much national 
publicity because it is the national capital, I just don't want 
to say it is going to take two more years to complete this. I 
don't want to see anything happen to it. 

Incidentally, 15 pwrcent of the effluent treated there 
comes from Federal installations, the Federal government's ef- 
fluent, including Congress's. 

Senator Muskie. Now you are talking about 

Senator Tunn^. The point I am making is that if you 
have this $200 million on a permanent basis given to the Admin- 
istrator for allocation and theii you give to him also the moneys 
that he is going to receive for re-allocation, which may equal 
$200 million too, you give to the Administrator the equivalent 
of $400 million-plus every year in a special fund. 

What X am saying is that, if you limit this $200 mil- 
lion to this coming fiscal year, the next fiscal year we take 
care of your pr<^lem and still don't have the situation where 
the Administrator has that much discretion of funds. 

Senator Beall. Can you give us the opportunity to 
check and make sure that, the re-allocation figure is sufficient 
to take care of the year on this? 

Senator Jordan. Where is that money coming from for 
that re-aliocatioh? 
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Senator Beall. That oonnBs from money fran states 
don*t use their authorized amount. 

Senator Eagleton. X£ North Carolina doesn't use all 
that it is entitled to — • 

Senator Bentsen. It would be toy assunption that what 
John is saying is that, whether it is re-allocated money or not, 
for the next two years you would use this if there wasn't 
enough and maybe for the next one or two years. 

Senator Jordan. Svqppose they get new Federal money, 
just an ordinary grant, and the cities you are talking about 
had to pay for this. I know they would have to borrow some 
money. 

Bbw would they get the mcmey to pay back a loan? 
Suppose they borrowed this money? Do they have a user's tax 
now tbAt generates the funds in the city of Washington? What 
goes with it? 

Senator Beall. Yes. 

Senator Jordan. What do they do with it? 

Senator Beall. The Federal govemaent makes a contri* 

bution. 

Senatdr Jcnrdan. I know they do. I am talking about 

the people who use these facilities here. Do they pay a t£uc? 

Senator Beall. The Washington Suburban Sanitary Com- 
mission has a stiff tax. 

Senator Jordan. What goes — — 
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Senator Eaigleton. To operate present treatiient? 
Mr. Billings. It is a pay-as-you-go system. It is 
also retiring the bonds. 

Senator Jordan. That is what I am talking cd>out. 
Mr. Billings. I am talking capital debt* the whole 

thing. 

Senator Jordan. Retiring bonds that they have already 

got? 

. Mr. Billings. Right. 

Senator Jordan. They are probably 20-year bonds , 15 
or 25 years. Z don't know what. Now, we are talking here about 
paying this thing out in a couple of years out of the Federal 
Treauiury. That is an awful big load to dump at one time. 

It seems to me that the revenue that they are receiv- 
ing fran all these areas has got to go back in there to pay 
somebody back or else they are going to get it free f ran now 
on. 

Senator Beall. Don't confiise the local share with the 
Federal share. You see, the local share is being recoverc»d 
through the user tax, Z would assume. Z am not that familiar 
with D.C. 

Senator Jordan. Z know Federal is supposed to pay a 
big part of it and they do. 

Senator Muskie. We are not going to vote on this. Z 
would suggest that the staff look at the amendment that has been 
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submitted wd tcike a re-count of the disousslcm that has taken 
place and come back with a reconuaendation. Z think, since we 
are all sympathetic to the problem, it is a question of working 
out the means, not to create other problems. 

Senator Tunney. The only thing. Senator, is that I 
sort of feel that to give the ;Kdministrator $200 million every 
year in discretionary funds plus the re-allocation funds, which 
he h£is at his use, at his discretion, coo much money. 

Senator Huskie. The staff will have to insure there 
is no duplication to avoid that. 

Senator B^tsen. By the saB» token, Mr. Chairman, X 
would not agree to a continuous $200 million a year for inter- 
state purposes solely. 

Senator Beall. If you construct the kind of facility 
that the Federal gove:cnB»nt EPA thinks are necessary, the cost 
per person in the District of Columbia would be $434, according 
to the state of Maryland tabulation figures. The next nearest 
cost is New Hampshire with $196. 

S«aiator Jordan. They are going to gold-plate this 

one. 

Senator Beall. There are a lot of gold-plated people 

here. 

Senator Huskie. GentlesMtn, Item Nanber 6. 

Mr. Billings. Mr. Chairman, Item Number 6 is a ques- 
ticm of reinburseiauBnt for the period 1966-1971. The Sub-oonmit- 
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tea recoanmends all communities be reimbursed up to 50 percent of 
costs of waste treatment constructecl during that period or what- 
ever 149^^' amount they would have been eligible for 19 to 55 
percent. 

The Administration prefers to retain the' existixig re- 
imbursement foraula, which would provide for reimbursement tsp 
to 55 percent to those projects that would have been eligible 
on the basis of state matching. : 

!l!be difference in the two formulas is $400 million. 
Additionally, Senator Eagletpn has an amendment which would 
provide reimbursement to 30 percent of cost of approved pro- 
jects for the period 1956 to 1966, «iiich would be stqpplemental 
to and not a substitute for the amendment in the CoRmittee. 

Senator Huskie* Otherwise, the issue is the same as 
it was in the Sub-committee. 

Mr. Billings. Yes, sir. 

Senator Muskie. How about Number 7? 

Mr. Billings. Mr. Chairman, the Authorizatioxjt in the 
Sid>-ecmnittee bill is $20 billion at the rate of $2 billion in 
1972, $3 billion in 1973, $4 bilUon in 1974, $5 billion in 
1975, and $6 biUion in 1976. 

Tbte Administration's informal views recommend $6 bil- 
lion for three years, included in the Administration's original 
proposal, which is the same aa it was. 

Senator Jordan. For what? 
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Mr. Billings. For construction grants. 

Senator Muskie. In other words, the Administration 
proposed $6 billion over a three-year period. We have proposed 
$20 billion over five years. If we were to consider the Com- 
mittee's reconmendation over three years, the Conooittee's re- 
commendation over three years is $9 billion. 

Mr. Billings. Which is the equivalent of 75 percent 
of the Administration's recommended cost, not counting the cost 
of removing the phosphates. 

Senator Muskie. So that is the same issue and it is 
all tied up with the Buckley proposal. Number 8, the Definition 
of Treatment Works? 

Mr. Billings. The issue on definition is whether or 
not the definition of treatment works should be expanded so that 
the construction grants can be made in the course of separating 
storm and sanitary sewage necessary to meet water quali^ re^ 
quirements. 

Senator Muskie. That is also tied up with the Buckley 

proposal . 

Mr. Billings. Yes. 

Senator Boggs. Was tki&t confined, if I recall, to new 
projects only? It wasn*t confined to individualized — — 
Senator Muskie. The Buckley amendment? 
Senator Boggs. Yes. 

Mr. Billings. There would be no reimbursement. 
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Sezmtor Boggs, Oh. 

Mr. Billings. Ea,ch individual project for separation 
would have to come in for individual approval on the basis of 
its relationship. The difficulty there pointed out by the state 
is that, if funding for separation of storm and sanitary sewers 
began in the period of 1972 to 1974, the $9 billion authorized 
for those yeaxB would fall far short of the needs. 

The additional $11 billion in '75 and '76 might be 
useful to that purpose, ^e $9 billion is hardly adequate for 
the cities to meet current needs, without regard to separation 
of sto3Cin and sanitary sewers. 

Senator Huskie. You might have to make a distinction. 

Senator Boggs. Yes. 

Senator Muskie. Finally, Toxic Pollutants. 

nr. Billings. Mr. Chairmsui, the Issue of toxic pul- 
lut2mts is perhaps the most clearly def indd issue of the legis- 
lation. We have been overwhelmed with oipposition to the provi- 
sion in the statutory prohibition of the discheucge of pollutants 
that the iUiministrator terms "toxic** • 

The preference on iuit. ya^.^ the Agency views infor- 
mally and a myriad of industries would be to have the Adminis- 
trator set an effluent standard on toxic pollutants. 

Senator Tunney. Where would the burden of proof be 
under the Administration's position? Would the burden of proof 
be on the pollutor or on the government in establishing effluent 
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standards? 

Mr. Jorling. In loy judgment* if the requirement of 
the Administrator to set effluent limitations for these sub- 
stances and then that was what he proposed, it would be on him 
to support that level that he proposed. 

The function of the Sub-committee bill is to use a 
vehicle proposed prohibition to shift the burden bacdc on those 
who are dealing with these substances to show why sonething 
greater than zero can be admitted or discharged. 

Senator Tunney. And the Administration supports the 
industry point of view, keeping the burden of proof on the gov- 
ernment? 

Mr. Billings. The informal Agency views would be 
similar to those comments received from sane industries. 

Mr. Jorling. We use their own words. Tlhey say that 
presumption of toxicity should be avoided. To me that means 
they should bear the burden. 

Senator Muskie. Would this be a conprooiise? Use the 
effluent standard approach to put the burden on industry to 
prove its case, if it challenges the effluent standard proposals 

Mr. Meyers. A couple of industries idiicdi have spoken 
to me would have no problem with that, as long as you remove the 
prohibitions. It just scares the deveil out of than. 

They said they cam make the case for effluent limita- 
tion. 
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Senator Nuskie. The burden of proof on the industry 
to prove the case for a more relaxed standard then. 

Senator Boggs. What did we do on the air bill? 

Mr. Billings. The Conference agreed on an effluent 
s tandard approach, which can be io^roved upon. 

Senator Tunney. As a practical matter, there are, I 
think, some very far-reaching results of changing the burden of 
proof. Let us say that the Administrator holds hearings. I 
don't know. Let us say you have lead. 

If you had a concentration of lead at 15 parts per 
billion, let us say that there is proof that it is greater than 
15 parts per billion, that it is toxic. 

Let us say that at the rate of 7 parts per billion, 
there is no information whatsoever. The Administrator feels, 
however^ he has a hunch — He feels as a result of some think- 
ing that has been done by experts in his department that it 
should be 7 parts per billion. 

If the burden of proof is on the Administrator, he 
does not have the right to establish 7 parts per billion, be- 
cause you get into a coiurt action and the court is going to find 
that there is no reasonable basis upon ^diich the Aduinistrator 
could determine the 7 peirts per billion or greater than that was 
toxic. 

So, it would mean then that the Administrator would 
have to rely on evidence that was brought in at the hearing 
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exclusively in making his determination of toxicity. I think 
that this has, as a practical matter, some very serious far- 
reaching effects, particularly on the ai>ility of the Adminis- 
trator to establish a more stringent standard than there is 
information currently available and when you d<m*t know yAukt 
the intact of a toxic substance is going to be. 

It seems to me that industry should have a burden to 
taae in and d^nonstrate that by putting that toxic substance 
into a waterway it is not going to harm loankind or harm 

Senator Jordan, The trouble about that is, if nobody 
knows, X don't know how you are going to set a standard. It is 
inipossible. That is what we are liable to do now. 

For instance, the Pure Drug folks are trying to set up 
something like that. They are going to try to say that you have 
got to prove that it is good, that Vicks Salve is good. 

A lot of people say: "Well, it is this and that," but 
you can*t prove it is or prove it isn't. Yet, thousands and 
thouscuads of people buy it every year and believe in it and it 
does do certain things. 

To prove that it is going to do these things, however, 
is inipossible. They will tell you so thanselves. . Yet, it is a 
recognized remedy that a great many pet^le use. In fact, the 
doctor right down here in this capital told ne last year to get 
myself some Vicks and use it. 

Re sedd it certainly has proved to be beneficial. I 
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used 11: and felt better the next looming. 

Senator Tunney. If you are going to — - 

Senator Jordan. I couldn't prove it. 

Senator Tunney. Thian maybe give the Administrator 
8<H&e leeway percentage-wise where he can establish a more strin- 
gent standard than evidence that is produced at a heauring. 

Senator Eagleton. Could I ask a question noW2 Barry 
says that some industries that talked to him are not as hung up 
on the burden of proof as what? What are they hung up on? 

Mr. Meyers. They are concerned about the prohibition. 
They figure that if the Administrator has the authority to set 
effluent limitations on substances which are toxic to protect 
heaXtii - — 

Senator Bagleton. Including sero? 

Mr. Meyers. Including zero, if that is what is xq- 
quired, then they can come into court and show that 15 is really 
what it should be and not 7 and the court can iifake the decision. 
I don't think they are worried about that. They are worried 
about setting zero. 

Mr. Jorling. There is another aspect between eviden- 
tiary burden in the traditional burden of proof sense. That is, 
by using the statutory prohibition, you, in effect, shift eom& 
of the burden of research to the private sector. 

If the indui9t3r^ has the burden of coming forward with 
the evidence showing why something greater than a proposed 
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prohibition should be pr(»Qulgated« they are going to spend money 
getting scientific research done to show that that is the case. 

Presently, most scientific research in the area of 
pollution control, notwithstanding the fact that it is the in- 
dividual that is putting the material out in the air, is borne 
by the Federal govexmient. 

This has the effect of shifting some of that burden 
back to those who deal in the substance. 

Mr. Westman. There is an additions^, point that should 
be made in relation to the example you gave. Senator Tunney. 
With lead, it is likely that the Administrator and the Agency 
and the industry have a fair amount of data on which to make a 
decision. 

However , when the hundred of new synthetic , organic 
toadc materials come out each year, the industry is going to 
have this stuff long before the Administrator has a chance to 
test it. 

In a sense, the industry is in a better position to do 
the initial research and might even speak up about the eventual 
setting of steuxdards , if they take it upon thooselves td do the 
research. 

At any rate, it certainly would slow down the permis- 
sion of toxic material being relesised, if the Administrator has 
to start doing research , which would take a couple . of yeaurs . 

Senator Boggs. On that, Mr. Chairman , I don't know if 
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everyone is satisfied with the definition of the teirm "toacic 
pollutant" or not. 

Mr* Billings. The staff is. 

Senator Boggs. Oh, good. I am sure we will approve 
then. It has been brought to isy attention that it could be im- 
proved upon possibly. fUiat is good. 

Senator Muskie. I think we have covered tlie points on 
the agenda. I have asked the staff to identify the other issues 
which should be presented to the Cksmmititee for analysis and re- 
solution on all of the positions that have been taken by the 
Agency and so on. 

There may be others that the members of the CcHomittee 
would like individually to look into. So, tomorrow at 2s 30 in 
this same rocna, Z would ask the staff to go through the rest of 
the issues that the staff feels ought to be presented. 

If the members of the Committee would like to raise 
others that they would like to present « we could get to that if 
we have the time. 

Z think we also ought to agree on a time and a date 
for Senator Buckley to present his problems for action by the 
Committee . I would hope that that date is next week, so that 
we can then vote upon these others which hinge upon the reso- 
lution of that proposal. 

Senator Tunney. Z would like to offer my amendinent 
sometime, Mr. Chairman. 
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Senator Huskie. We will get to that tomorrow also. 
Senator Boggs. I think we did a lot today, Mr. Chair 

man. 

Senator Muskie. The Committee stands in recess. 

(Whereupon, the Cc»amittee was recessed at 5:30 
o'clock p.m., scheduled to resume at 2:30 o'clock p.m., Sep- 
tember 17, 1971.) 
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AFTER BECES8 



Senator Muskie. The Comniittee will be in session. 

I thought we might ask the staff to describe each of 
the other issties on this agenda so we can understand what the 
form of each issue is at this point. 

We will begin with Number 3. Let us go through them 
and let us discuss each of them so we can see clearly what it is 
that we have to resolve » even though we are not ready to proceed 
with the vote. 

Mr. Billings. Mr. Chairman, the issue in Number 3, 
the percentage of Federal grant, is as between the Sub-committee 
bill, which provides a 60 percent Federal grant going to 75 per* 
cent on a graduated basis, if the state participates with up to 
a 15 percent grant. 

The Agency staff's informal views prefer to retain the 
existing formula of a 30 to 55 percent Federal grant, depending 
on the state match of 25 percemt. 

Senator Muskie. Is the Agency still inclined to use 
state loans as the same as state grants for the purpose? 

Vtt, Billings. The Agency has not taken a position on 
that issue. There is no indication tiiat they have (Ranged. 

Senator Muskie. Does the Agency understemd that one 
reason we are propoising to increase the Federal participation 
is because of that? 

Mr. Billings. That was made very clear to then. 
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with a two-part agenda in Coramercer ocfean dumping being the 
first item on the agenda. 

I pointed out yesterday to this Committee in executive 
session, when it expressed its concern with the jurisdictional 
questions arising from the general referral of the Ifonse 
passed bill, and suggested that it was the interpretation of 
the Parliamentarian that it would require the action of both 
the Commerce Committee and the Public Works Committee in order 
to present a bill to the Senate floor for action. 

There was no allocation for jiirisdiction as is usually 
the case, only a general and unrestriotive referral, and that 
on this basis I felt that the Public Works Coirenittee was 
strongly determined to maintain its jurisdiction in the 
pollution field, that it had no desire to intrude into the 
jurisdiction of the Commerce Committee in matters of trans- 
portation, or matters originating beyond the continental 
limits of the coastal waters of the United States , but that 
unless we did something, it seemed to me that we were going 
to have a floor fight, and that Z had proposed yesterday on 
Piiblic Works, that we have an informal ad hoc «>mmittee of 
either the full Commerce and Public Wbrks Committees, or the 
Chairmen, or their designees, to try to work out ground rules 
and ouidelines for resolving this question. 

Aftei: some discussion in Commerce this morning, that 
was agreed to by Senator nollings who was presiding in the 
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absence of Senator Magnuson, and it was agreed that Senator 
Magnuson and Senator Randolph, and such additional m^nbers of 
their respective committees, as they might wish, would get 
together informally after Senator Magnuson *s return, try to 
work out the jurisdictional problems, and in the meantime 
the bill would be taken off the calendar. 

Z would reconmend that we do request our Chairman to 
confirm the meeting with Senator Magnuson, and we simply 
defer any action on ocean dumping as the Commerce Comnittee 
will enter that matter as it occurs. 

Senator Muskie. I think it makes sense to proceed in 
that way. 

I see no sense in precipitating a floor fight over 
jurisdiction, with all of the rights we feel about our pre- 
ogatives, I do not feel w$ could be so stubborn as to ignore 
the view of the other Committee. 

Senator Baker. I recomnend. Nr. Chairman, if I may, 
the Chairman of this Committee might direct a letter to 
Chairman Magnuson confirming my understanding. 

Senator Muskie. I think that is sound, and the 
objective of that meeting, as I under staid it, is to attempt 
to resolve the two points, I would guess, one, the question 
of the jurisdiction of the two Committees in this field, and 
which are covered by the ocean dumping bill, and, two, tp 
apply that to the bill, so that 'each Committee will have a cleax 
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idea of what aspects of the hill are subject to jurisdiction » 
as to which it has responsibility. 

Senator Baker. I think the third item, I think that 
in a meeting it should also be discussed a method of coordi" 
nating the respective jurisdictional activities of the 
CoBonittee. 

Some parts of this bill which may be clearly in the 
scope of the Commerce Committee must be cbordinated and 
related to the activities that are clearly within the 
jurisdiction of this Committee, enforcement, standard setting, 
and other problems. 

Senator Muskie. Hopefully, if we can resolve all of 
these questions by such a meeting, the results ought to be 
spelled out in the Committee reports in order to forestall 
subsequent jurisdiction conflicts in the area. 

I am getting a little fed up with these constant 
sniping battles. It is no fun. X do not like even fighting 
for my own jurisdiction. It is only self-serving and frus- 
trating, but unless we do have to defend our jurisdiction, not 
just in point of view of this Committee, but in terms of 
legislation that is produced, you cannot put together wise 
public policy if it falls in cracks of committee jurisdiction, 
if the jurisdiction question is not resolved, what you end up 
doing is subjecting the public, which is involved in it, to 
the possibility of conflicting requir^^ts, conflicting 
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policy, conflicting btoreaucratic jurisdiction, and I think that 
is clearly unacceptable, so whether we like it or not, I think 
we have got to press it, and try to resolve it in this kind 
of meeting, so I would expect that Senator Randolph would have 
no objection. 

Mr. Meyer. No, he is agreeedale. 

Senator Muskie. So why don't we go forward with such 
a letter, and solicit such advice from the rest on form 
and content. 

TVhat is your reaction? 

Senator Cooper. The same. Xt is a pretty good 
discussion of it. 

I think that is the proper thing to do. 

Senator Muskie. Without objection, without a formal 
vote, then we will proceed in that way, and hope it vorks 
out. 

Now, I gather from the report that Leon gave me of 
yesterday's discussion, that you went into items three and 
four of the agenda? 

Senator Cooper. Number five. 

Senator Muskie. Number five? 

I thought it was four, but you slipped into four, so 
we are talking about three and four, and this relates specie- 
fically to the proposal advanced by Senator Buckley. 

Is that what is before us? 
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Senator Bagleton. That is what xte dlacusaed yesterday. 

Senator Baker. It was not before us as a notion^ but 
that is what we spent most of our time discussing. 

Senator Muskie. I think we might as well pick it up, 
identify the issues and act on it, 

Mr. Billings. Members have in front of them now a 
comparative print » which sets forth the Committee print, and 
the views of the Administration on that Committee print, on 
a crossover basis. 

ifhat was not before us yesterday. The particular issue 
involved is on pag6 22. 

^tr. Jorling. The numbering is up in the righthand 

comer. 

Mr. Billings. Page 22. 

This is the comments that EPA submitted at the staff 
level on the Committee print. 

Senator Baker. But they are infonnal ooimumts at the 
staff level fxxm EPA? 

Mr. Billings. To my knowledge, they have not been 
cleared through the Bureau of the Budget. 

Senator Baker. X am quite sure they have not been 
cleared. 

Z am also quite sure the Administration wants to main- 
tain an element of flexibility, short of making a statonent of 
the particular Administration's position, so I really rather 
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think V7e ought to characterize the righthand column as the 
informal staff level comments, by Administration representa- 
tives • 

Senator Baker. I think as a matter of fact, and 
I make no secret to the fact I recoinraended to them, that we 
are continuing the staff dialogue in an effort to reconcile 
at the staff level as much of the conflict as possible, before 
they make a formal presentation of an Administrative position. 
Administration position. 

If the Coiranittee prefers, 1 think we could probcd:>ly 
precipitate a set of specific recommendations, but, frankly, 
I have been so encoturaged with the staff conferences so fax, 
I felt v;e were making better headway that way than we would 
otherwise . 

Senator Muskie. I raise the question from a 
procedural point of view. 

What I would prefer is procedures to take up each item 
which is subject to discussion, which creates an issue, and 
discuss it and dispose of it finally, so that when we have 
taken up each item and ve finish the last one, up to that 
point, we are then presented with an Administration position 
on items we have already discussed, debated and voted on. 

It would have the effect of further delays, so I am 
curious as to how we should handle this business procedure, and 
still accoriwiodate the Administration is what I wauit to do. 
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Senator Baker. To be done either way honestly, it is 
my view the Administration is trying to acconmiodate the 
Committee, by avoiding a direct conflict on items that 
might otherwise be reconciled at the staff level. 

The time may have cowe close enough that we need to 
have a firmer stateanent of the Administration's position. 

Senator Muskie. Khat the Administration is hoping for 

t 

with the input of informal staff suggestions, and consideration 
of each item the Coimnittee may resolve, in the way the 
Administration can accept and avoid a formal Administration 
position. 

Senator Baker. Yes. I have the right to recommend 
to the Administration, but I volunteered to hope that the 
cooperation between minority and majority of this Committee 
has produced so far always a unanimous report. It might be 
a model for cooperation between the Committee az^ the Adminis- 
tration, so that informal negotiations might be preferable to 
a hardened Administration position. 

Senator Muskie. Let me ask this one further. 

I would have no objection to moving forward in that 
way. I have the suggestion, as our work unfolds, we are 
producing a policy In which the Administration can accept, that 
we ought to be alerted to that rathcur early, so that we do not 
JO through a whole process of covering each and every item, only 
to find, we have to back up and reconsider every item, because 
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the Administi^ation has a poaition. they would like us to 
consider, so why don't we play it by ear and see how it goes, 
and what progress we make. 

Senator Baker . I agree with your remarks . I think as 
I understand it, you say this is £ine for the time being, but 
let * s not let it turn into a longterm encounter • 

Let's try it for a few more days, and if tiiere are 
major differences, let's find out, and in the future, we may 
need future iidministeation comments. 

Mr. Billings. On the agenda, it was drawn primarily 
on those issues in which there was a fairly clear difference 
at the staff level. 

Por example, the staff, neither EPA, nor of the 
CoRoxiittee felt there was any way we could negotiate the 
issue of grants. 

As you go down these, you will note there are fairly 
precise differences between the Administration and the 
Committee. 

The second point, and the things that are not on the 
agenda, does not mean they should be ignored by the Committee, 
but which they are continuing to negotiate, and we are very, 
very close on the agreement. 

The other point is the Administration has formally 
conanehted on the Refuse Act Section, Title IV, in a letter 
dated September 1, from Chairman Train, and that is also cross- 
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printed in this legislation. 

Senator Baker. I think, Mr. Chaiznnnan, that I have said 
enough on this point. 

1 still make only the point that even on the agenda 
items, it is loore likely # and certainly easier to try to get 
an accoimnodation without an Administration position being 
published, than it is after one is published. 

May I suggest, Mr. Chairman, in view o£ this conversa- 
tion, a new cover print be attached to each copy of this, so 
that the newspapers, or others who inevitably get copies of 
this, do not misunderstand, and it read informal Adminii^tratiOn 
Staff Comn^nts? 

Senator Muskie. X think that is a wise eonment* I have 
no objection to that. 

Senator Baker. Informal agency comments. 

Senator Muskie. All right. Informal Agency Comments. 
Of course, you have the Administration comments on every 
page. 

Mr. Billings. We could have it reproduced. 

Mr. Jorling. There are only twenty-five copies of 
this document, and they are all in this room. 

Senator Muskie. That takes us then to Senator Buckley's 
proposal, which has not been presented to us, and X think it 
mi^t be well for Senator Buckley to present it, and then see 
if we can identify' the issues involved in it and resolve it. 
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We might perhaps get that much done today. 

Senator Buckley. Mr. Chairman^ during the recess, I 

think all took it upon ourselves to examine the print that 

t«as approved by the Subconsnittee, and to discuss it with 

state authorities, to find out what might be the practicalities 

of this. 

Anyway, part of this is the self -education process. 
I found at least insofar as New York State is concerned, and 
I understand there is testimony supporting this point of view 
from representatives of other states, the problem has not been 
so much the inadequacy of Federal contribution, as failure of 
the Federal Government to come up with the promised money. 

That was the hang-*up. 

Secondly, the feeling that was expressed, that the 
states who had failed, or at least many of the states who 
had failed to react to the incentives, the inducements that 
are existing might well very well refuse to react to further 
inducements that are incorporated in what we are discussing, 
so that you would still find that there would be that gap, with 
the state-local effort, placing the larger burden on the 
municipalities . 

Finally, we have the phenomenon, in this particular 
legislation, we have that i^ich is unlike any other legisla- 
tion, we are not offering inducements to the states and 
localities to follow a program adopted by the Federal Govern- 
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inentr but rather we are telling them in the last analysis, you 
will buy such and such a date come up with a plan which will 

meet ~n^ionally Imposed water iquality standards. 

Given all of these facets, plus the argument that to 
the extent we increase the Federal ante to that extent, we are 
inducing municipalities to drag their heels, hoping that two 
years hence we go from seventy-five to eighty, or ninety. 

To that extent, the present approach could be counter 
productive. 

An alternative which appeared to me, and I had dis- 
cussions with Senator Baker about this, informally at one 
time or another , was that as the United States Government 
pursuant to this proposed legislation will be demanding total 
national compliance, and also, as the present proposal requires 
a system of user charges, which will incorporate among other 
thincTS, the salting away of replacement funds, that we could 
take another approach which wotild offer 100 percent Federal 
financing, and in effect, using the same systen of compulsory 
user charges f to repay the Federal loan. 

I am trying to get figures together now, and I do not 
think we can come up with final conclusions until those figures 
are in hand, but the indications are that the Federal Government 
could come in and provide a hundred percent financing for 
improved installations, and have the Federal Government in 
effect purchase bonds, debentures rather of these municipalities < 
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which would be redeemed by user charges, which would pay the 
interest, the eunortization of principal, and operating and 
manacrenent costs. 

If to the extent that there, is a discrepancy between 
the user charges and this system, and that this system is 
opposed, and the user charges conten^lated in the current 
print, to that extent, there are many ways we could make 
judgment, such as recovering less than a hundred percent of 
the advances, or subsidize the interest charges. 

We could also build into that flexibility, which is 
undoubtedly required to help. those regions which are just too 
poor, too sparsely settled to .be able to finance out of the 
user charges the kind* of waste treatment plants that would be 
required, and, of course, the EFA was a device approaching that 
direction . 

The approach X suggest would make the EFA unnecessary. 
Also, as V7e went into this program, the agency which «K>uld be 
doing the financing could go to the public, and refinaiKse 
additional work, so we would have in effect a revolving fund. 

V% have some precedent for this sort of situation, 
which will give us facts and figures, and experience to go by. ^ 

iSenator Baker. The Fanrmirs Rome Adiriinistration, the 
HAFA, and to some extent the MA electric programs. 

Senator Buckley. Z think this would be a frank 
admission that wa, the Federal Government, are requiring total 
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compliancer and, therefore have the obligation/ one way or 
another, we will provide total financing. 

Senator Muskie. Would \je be requiring, you would 
maintain the requirement of the plants within the deadlines? 

i?enator Buokley. Yes. 

Senator Muskie. Would you require them to use this 
method of financing? 

Senator Buckley. Not if they chose to ao an alternate 

route . 

Senator Muskie. What you are saying, you are underlying 
the assumption they have the financial capacity to build these 
plants, essentially exists at the local level, and all we need 
to do is motivate them to use it. 

Senator Buckley. That is presu£>p08ed in the existing 
plan, because we are stating as a condition to receiving Federal 
grants, there will be a system of user charges, which will pay 
for the maintenance, opera tings, and also have a sinking fund 
for replacement. 

Senator Muskie. Not the initial construction. 

Senator Buckley. Not the initial construdtion. 

Senator I4uskie. So there is a Federal subsidy. 

Senator Buckley. The only difference in our two pro- 
posals would be the interest obligation, if replacement — 

Sttiator Muskie. How do you account for the $20 billion 
of Federal appropriations that we would provide, that does not 
need to he reiitd>ursed by user charges, except to the extent that 
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it may be used to provide for industrial facilities? 

That $20 billion is something we are not requiring 
reimbursement for, and that $20 billion is a legitimate figure r 
is a burden that your proposal would impose upon the local 
user. 

It is not imposed on the local user by the Committee 

print. 

Senator Buckley. , It would be an obligation reflected 
in the user charges, a replacement charge, a replacement cost. 

Now, currently, my understanding is that few if any 
municipalities in their user charges have a sinking fund for 
replacement. 

Once the set of bonds are repaid, then they need to 
expand, and they go to the market, borrow the money for the 
next go axound. 

On substituting repayment of the costs for the sinking 
fund for the future costs, you-- 

Senator Muskie. What does your f»toposal do about 
future costs? 

Senator Buckley. It relies on a systam we now haVe in 
effect when a municipality wants to expand its sewage disposal 
facility, they go to the market and borrow. 

.Senator Muskie. I thought they were going to borrow 
from your revolving fund? 

Senator Buckley. They can borrow fr(»ii the revolving 
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fund, for the policy Is to get them going. 

Senator Muskie. In focusing on the revolving fui^r 
how does the revolving fund accumulate the capacity to provide ,i 
for treatment plants? 

If all the revolving fundsdoes is reflect operating 
costs, how does it accumulate? 

Senator Buckley. Part of this proposal would involve 
a negotiable paper going from the municipality to this 
agency . 

Senator Baker. The user charge doe? not just go into 
the operation and maintenance. It is that service that goes 
into the fund. 

Senator Buckley. Senator Muskie said how would you 
IMTovide for future funding, if the user charges reflected only 
the requirement of operation and maintenance. 

My requirement is it included more than that. The user 
charges would include charges that covered the cost of opera- 
tion, maintenance, principal and interest, so in effect the 
revolving fund is building in equivalent form a collective trust 
fund for future replacement. 

Senator Muskie. It does so by requiring the user charge 
to repay the initial construction cost, which in our bill is 
assumed by the Federal Government to pay $20 billion in 
appropriations. 

Senator Buckley. The present bill is placing an obliga- 
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tion to reflect any user charges as a replac&nent fund, so 

^® are substituting repayment in the cost of the existing plan 

in tlCt'cost of putting iwjney aside for the future. 

Senator Muskie. Row does that constitute a relief of 
the l)urden? 

Senator Buckley, what I am proposing would be no more 
burdensome than what we presently propose. 

Senator Baker. 1 think it does relieve the burden r and, 
of coiurse, the detailed analysis of the final cost will be 
the final determinant. 

We are all guessing, but Senator Buckley is right, it 
does not increase a greater burden on the consumer, but it 
does relieve the Federal Government of general credit by 
virtue of the 100 percent. 

Senator Muskie. What it is saying you can induce 
communities to go forward with this prorir€un, if you give them 
a place to borrow the money, and this is more expensive, 
because it is taxeJ^le bonds, if they bextrow it. 

This is the argument. A lot of them are up to their 
debt limits now, the testimony shows. If you give them a 
place to borrow the money, that is sufficient for them to go 
forward, and it is a strong inducement in the Federal subsidy 
of up to sixty percent, seventy-five percent of the coatB, 
it is a stronger inducement, that is your argument? 

Senator Cooper. On the amount of the user charges. 
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it votild perhaps be prohibitive. 

Senator Buckley. First of all, we need to get the 
figures, and we have two groups now working trying to get 
comparative figures of what we have under the Committee 
print f and what would happen under this alternative proposal, 
to the extent the proposal would bemore biurdensome, and this 
is defied more desirable, to that extent, we could provide for 
Federal outright subsidy. 

You would not have to repay the entire cost, but a 
portion of that, cost, or there could be a subsidy of the 
interest rates, but I would like to go a step further. 

Senator Muskie. If that is what happens, what you 
are coming down is essentially legislation we have already 
considered, EFA, and Federal subsidy of the cost of 
construction, that is what you come down to, if you come down 
to that. 

You have not got that much difference. 

Senator Baker. In some instances, clearly the 
economics of a project will bear its own btprden, and others, 
it will not, so you will have a hybrid of a hundred percent 
debt financing, and in some oases you will have a conobination 
of a hundred percent debt and grant financing, and in other 
cases, you may have a subsidy, but that is what Z meant. 

Senator Muskie. If you assume the debt financing to any 
great extent, it will have to be a great extent to be a sub- 
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stantlal mocllflcatibnr to carry the cost of these treatment 
facilities f and you are assixming on a wide scale* there is a 
capacity at the local level, but to borrow on this kind of 
money over the next three , four, five years, without any 
Federal subsidy, if that is the case, I do not know \«^at we 
are talking about with revenue sharing, and all of these 
proposals, to help relieve, or to supplement the resources of 
local government to meet its capital costs, as well as its 
budgetary costs, I just do not understand it. 

Senator Buckley. I think there is a distinction here, 
and that is the borrower would not be the municipality, but 
whatever the entity is that would own and operate the 
facility. 

Senator Muskie. The burden will fall on the same 
people, the same tax base. 

Senator Buckley. It will fall on the user. 

Senator Muskie. He is the local property taxpayer, 
he is the local payer of service fees of one kind or another, 
and it is the same group that you are going to hit. You do 
not expand it. You do not inject into the picture at all 
the ability to pay future revenue sharing, or these other 
means of using Federal resources to supplement the heavily 
burdened local resources, so you will hit the same guy. 

The fact he gets another bill instead of his local 
property tax bill is not going to make it less burdensome. 
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Senator Buckley. What the Federal Government puts in 
is a burden on all taxpayers to start with. 

Senator Muskie. Not to the same extent. If your 
assumption is. the property tax is as equitable as the income 
tax, yes. 

If you r€K3ognize it is not, which most taxpayers do, 
even those who have good incomes, then the answer is no. 

Senator Buckley. To the extent it is cov^ed by the 
Federal Government, to that extent, the overall burden is 
cheaper . 

My premise is we can come up with scxnething that would 
be no more burdensome in terms of user charcres, than the 
current Consnittee print, and to the extent that there is a 
hundred percent financing, the local community does not have 
to come up with between 45 percent and ten percent, depending 
on state action, so that that particular obligation — 

Senator Muskie. Your answer to that is that they can 
come up with a hundred percent. 

Senator Buckley. No, the user will be spending the 
same amount of money, one way or the other. 

Senator Muskie. I think that is a very tenuous system. 

Senator Buckley. We will have a self "financing vehicle. 

Senator Muskie. You are assuming, when you say that, the 
cost of replacement, or expansion is one equivalent to the 
$20 billion, what we think is necessary to build the treatment 
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plants for the next three r four, five years. 

I do not think there is any evidence to bear on that 
one way or another . 

Secondly, you are assuming that that replac^nnent cost 
is going to hit them over a similar time frame, so that they 
have to bear it under some form of taxation, whether user fees 
or otherwise, and the current burden, or. rate of doing so is the 
same as those the $20 billion were assumed by the Federal 
Government, and I do not think there is any evidence to bear 
on that one way or another, and I would doubt that if we 
build a treatment plant or plants in the next three years, in 
the following three years, we will have to have replacement 
and expansion facilities to the same degree, and only if it is 
the same amount of expansion over the same period of time, will 
the user fees be the same or more. 

My assuming hcore, my assumption is if we build $20 
billion worth of facilities, that the growth and replacement 
will not be over the same p^iod of time. 

In other words, not within the next three years, will 
we have to provide gross facilities # replacement facilities in 
the same order of magnitisde* 

X do not know what period it will be. It may be over 
a period of fifteen, twenty years, that a similar burden is 
acoufonlated, but if it is, then the user charge rate will be 
lower, to accumulate the money to provide replacement over a 



1 

2 
3 
4 
8 
6 
7 
8 
0 
10 

11 

12 
13 
14 
18 
16 
17 
18 
10 
20 
21 
22 
23 
24 
25 



661 

three-year period. 

Senator Buckley. Xfe are talking about facility by 
facility. 

Let's say it cost $10 million over twenty-five years, 
whether you recover that $10 million over the twenty-f ive yeeuc 
period, or salt away over the twenty-five year period the 
$10 million plus inflationary factx>rs to replsKse it, I think 
you have a trade off. 

At least, Z think you have figures to indicate it 
one way or the other. 

Senator Muskie. X have no objection to the figures, if 
they do not take too much time to assemble. 

We have had great difficulty as the Comnittee knows in 
getting hard figures over the costs of the next ten years, and 
the > result is that we built into the bill a two-phase program, 
one making the initial commitment, which we all understood was 
a ballpark guess, ordering a hard estimate for five years from 
now. 

Itow, what we required to have in the five years available 
now, we ought to look at it, if the Committee approach, or 
your approach is used* 

Senator Buckley. I think there is a difference of 
quality in the figures, to determine ffhat is going to be 
required as to costs, but if you assume a model of a particular 
plant facility, and an analysis of alternative ways of financing, 
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and payment of its construction, or the sinking fund for 
replacement, .1 think it is easy. 

Senator Muskie. If you ignore the logical problem and 
focus on the smaller one, it is always easy. 

Senator Buckley. The larger ones is something similar 
to the smaller ones. 

Senator Muskie. That is a problem we must look at. 

Senator Baker. I think it is appropriate at this 
point, we have to find more information, there ought to he 
a reasonable time to find it, dind Z recommend we go onto 
something else. 

Senator Muskie. I think we ought to be sure we identify 
all of the issues that are involved in this in Senator rfuskie's 
proposal . 

Senator Cooper. Perhaps yesterday afternoon when we 
went over these, Z asked about three questions. 

Maybe you did answer them yesterday. 

One, our bill, whatever they wauit to put in, that 
amount is necessary to do what you want to do in the next three 
four, five years, plus what stakes the local municipality would 
have in it. 

Now, would this proposition to do this so reduce the 
amount of money available, that it would limit the number of 
municipalities, in other words, we have a Federal contribution. 
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this proposition would so reduce the total eunount available 
that— 

Senator Buckley. I do not believe this would necessarily 
be the case, because in this entity of financing against the 
paper/ the negotiable paper required of the municipality , 
thie iRunicipalities and the states are going to finance what the^ 
are doing, either by Well, the borrowing will be handled 
through this vehicle so that I do not see where this would 
reduce the total amount invested. 

By the same token, it would take care of those states 
and municipalities that just drag their heels that do not 
move forward, and I do not see putting all of the mayors in 
jail for failing to meet these. 

Senator Muskie. Incidentally, I would like to refer yoii 
to the study that is in the Committee hearings, which is 
ordered by the Mministration, prepared by the Eastman billon 
Company in New Jersey. 

The economic iinpact study concluded local governments 
would be hajrd press^ to finance their anticipated share of 
the cost of waste treatment facilities, and the total costs of 
what is required for sanitary sewers. 

This leads to t±te conclusion that states as well as 
Federal financial assistance should be made available to local 
governments for the payment of their portion of the cost of 
waste treatment facilities. 

This is on page 707, and there is much more to it* 
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There is considerable testimony in her covering the 

point. 

It seems to roe you minimize as to the need for a 
Federal subsidy, to enable interests to 90 forward, and the 
record of this Committee over a period of years supports that 
oonolusion. 

Mr. Jordan. Could I focus a moment on that el^ent of 
the Committee lurint as it now exists, with respect to user 
charge . 

As I understand the requirement, pre--condition to any 

grant being made, or construction of any facility, the user 
charge system would have to provide for the following eonoients: 

One, the retirement of the local share of capital 
costs, two, the operation and maintenance of the facility. 

The third component is the accumulation of sufficient 
funds during the life of the facility for i^ich the grant is 
being made to replacement, at the end of its life. 

NOW, that suggests the Committee believes that during 
the life of the plant, for which the grant is to be made, the 
users of that facility would be able to pay for all of those 
things. 

Mr. Billings. We do not require payimnt of the local 
share by the individxxal users, only by industrial. 

Mr. Jordan. The most iinportant element is the replacemen : 

costs . 
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It seems to me we are assuming that each community has 
iirithin it, the users of the system, have the financial capacity 
to pay through user charges , for the replacement of that 
facility at the end of its life, which is bound to be more 
expensive than the facility that is being built at the current 
time. 

Senator Muskie. I am saying that tihe acctimulation of 
the replacement costs over twenty-*five years is a different 
order of magnitude/ and then they may pay off the bonds over 
a twenty-five year period » but they have to go to the capital 
narkets and borrow that kind of money now. 

They have got to go to their voters and ask them to 
approve the purchase of the issuance of that kind of debt now. 

Mr. Jordan. It seems to me, He, Chairman, hypotheti- 
cally, the community were to finance present construction a 
hundred percent, with revenue bonds to be required over a 
twenty-five year period, with revenues generated by user charge 
systems, that that would be cheaper in terms of the rate paid 
than the position in the Consaittee print for a user charge to 
Include an aCoumialation over precisely the same period of time o: 
a replacement. 

Senator Muskie. Whether or not that is so, Z am not 
5o sure I accept thac conclusion at the moment. 

The point I am making, is the problem of the coranunity, 
that this kind of burden suddenly is imposed on it, if the 
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Federal Government is stepping out from under it, in effect 
taking the states out £rom uiuier it too, saying to the 
communities* we want you to build these plants, we want you 
to go out and borrow the money to do it in the next three 
years, if you want the program going on at the same pace as 
the Committee print envisages, we want you to go out and 
borrow that money, $20 billion worth, if we want the same 
schedule, the same time schedule, with all of the political 
problems and economic problems it imposes on you, you have 
to go to your voters for referendum, you may have to go to 
the legislature to raise your debt limits, you may have to 
postpone other capital expendittures, but we axe saying you 
use your borirowing power, and then you use your political 
power to impose the user charges, so that the local governments 
have got to go to their people, and say, look, the Federal 
Government is no longer going to help us. We have to borrow 
this much money to do it, that will eat into our borrowing 
capacity. 

Senator Baker. Mr. Chairman, I think it is in^rtant 
to understand what you are saying, and using as an exan^le 
what Jordan was saying, and vhat Senator Buckley has been 
saying, as I understand it, you were suggesting the plan 
is defective at least in this respect, that — 

Senator Muskie. I am saying what I understand its 
impact is. 
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Senator Baker . I interpret it as you think it is a 

defect. 

Senator Muskie. Well, if that is inaccurate, then 
correct me. If it is accurate, then we can talk about whether 
or not it is a defect. 

Senator Baker. I would not presume to tctll the Chainoan 
whether it is correct or incorrect. 

I would presume to tell the Chairman what I interpret 
of what he said, so to say again, I understand your remarks 
to indicate that the program that you described, versus the 
comments of Jordan and the proposal by Senator Buckley, create 
a sitxiation where the Federal Government is withdrawing its 
support to local authority, because it is shifting the 
borrowing responsibility for 100 percent of the capital costs 
to the local government. 

Now, two things have to be considered here. 

As I understand the proposal by Senator Buckley, it is 
critical and key to the proposal, that the hundred percent 
Federal debt financing would be secured, not by general 
obligation bonds, or by any idea of a general credit of the loci 
community, but rather by an evidence of debt secured only by 
a first ntortgage on the system, and a pledge of revenues 
derived from the operation thereof. 

It is a vital distinction. 

Senator Muskie. It is a local obligation. 



1 

2 
3 
A 
9 
6 
7 
8 
9 
10 
tf 
12 
13 
14 
19 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 



668 

Senator Baker, i^o, it is not. 

Senator Muskie. If it is not that, the question vK>uld 
be determined under the applicable constitutional language as 
defining local obligation. 

There has to be an imposition of user charges, and I 

assume the local government would not impose user charges 
unless it had an obligation to pay something. 

If it had no obligation to pay something, then ..what are 
you doing, giving th^ a gift? 

You are imposing an obligation to repay to this 
agency, I would assume that that is an obligation, it. is a 
debt, and if it is a debt, it would seem to me it comes under 
debt liQiitations. 

Z cannot in a single istatimient presume to interpret 
the constitutional language of every state, but it would seem 
to me that is a reasonable conclusion to draw for the purpose 
of analyzing Senator Buckley's proposal. 

Senator Baker. Let me give you an example of which I 
am totally familiar. 

Incidentally, a revenue bond, secured by pledge of the 
revenues from the operation of a water system, sewer system, or 
the like, is not the general obligation of the community, 
it is rather only a debenture pledging the revenues from the 
•operation of the system, and creating a first lien in favor 
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of the lender on the facilities that were constructed with 
the proceeds of the loan. 

It is in no way an obligation of the local community. 
It way not be repaid from taxation. It does not apply within 
limitatx'^ii i-Oi. debt of the statute of the constitution. 

In addition to trying to find what the relative cbst 
of the Committee proposal is versus the Buckley proposal, I 
think it is important we understand the distinction between 
the two, that is a general obligation to the community versus 
debenture obligation, and that you also find out %7hich states 
follow the Tennessee pattern, and which if any follow some ' 
other patten that would make these obligations charged against 
the debt limit, or constituted general obligation on the tax 
base. 

If there are staces that require that, and I do not 
know of any such states, if there are, it is a different 
situation. 

Senator Mnskie. In BFA, the question raised is a 

relevant question, and we have not found it possible to 
accumulate the information necessary to make general judgments 
on what the situation is. 

(Senator Baker. For the bond authority? 

Senator Muskie. We asked these questions in the 
hearings. The very testimony I referred to a moment ago, we 
asked them to give us details, and they told us it was not 
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available. 

In Maine # unless the revenue bonds are also associated 
with separate legal entity, divorced from the general debt 
obligations of local government, they are considered, so we have 
a proliferation of districts in Maine at the coamminity level in 
order to separate. 

Another point X would make, even if "you have those 
separate districts, the ultimate responsibility rests on the 
local property owner, even though it is not through mechanisms 
of the local government, to the district that is imposed, and 
it is the same problem as the debt of the local government 
itself. 

It is that property that ultimately bears the obligation, 
and if they are defaulted, the local real estate is subject to 
that obligation, no matter how you separate it rests there. 

Senator Cooper. It does not in our State. 

Senator Muskie. X am not presuming to say it does. 
I am saying that is the effect in my state, so you would have 
to make an esdiaustive study of the fift^ different situations 
to come up witli any picture you can generalize. 

There is going to be a ^reat veuriety of situations « 
and you have to know that. 

Senator Buckley. Mr. Chairman, I undeirstand the provlsioi 
for a sinking fund would requiro more than fifty different 
assessirants. Every municipality has its own regulations. 
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Whichever direction we gO/ \te will have that complica- 
tion. 

Senator Muskle. The Federal Government puts in $20 
billion, that is not an obligation of any kind that applies 
to the debt limits, nor does it impose an obligation immediately 
to raise tauces . 

Now, there is a difference here. That $20 billion 
is a big difference in terms of the inonediate burden that you 
are asking localities to assume. 

Senator Buckley. Mr. Chairman, my proposal actually woull 
probably have the Federal Government putting in more money into 
the system immediately than under the Committee print. 

Senator Muskie. I would be interested to have that. 

Senator Buckley. We are putting in a hundred percent 
instead of seventy-five percent. 

Z am saying, number two, that the payment"— 

Senator Muskie. If we approve your plan, what appropria- 
tions would the Administration require of the Congress next 
year to impl^ent it? 

Senator Buckley. That is what we are trying to find 
out. It is probably larger, but they are going to get it 
back. 

Mr. Jordan. They are going to get it back. 
Senator Muskie. Row much of a fund do you. plan to 
establish for appropiriations? 
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You are creating a borrowing capacity to establish a 

£und. 

Senator Baker. The local units of government will 
borrow from the fund. 

The fund will be constituted from appropriated funds. 

Senator Muskle. This is an aspect of the proposition 
that I have not heard. 

How much of appropriations are you proposing? 

Senator Baker. A hundred percent of projected costs. 

Senator Muskie. $20 million? 

Senator Bak«r. Over a period of time, my estimate — 
Senator Muskie. That is a new facet. I have not 
heard it. 

X got the analysis of our project from Leon this 
morning. This is the first time it has been mentioned. 

Senator Baker. It explains why we have some difference. 

Mr. Billings. I had asstimed the authority would sell 
its own obligation. 

Senator Baker, no. Yesterday we talked about the 
first year's appropriations would be for the amount stated 
in here, or whether they would have to be for 12 in9tead of 
9 billion, and how many years that would be strung over, and 
how fast that would go into the pipeline, and, therefore, that 
would have a hearing on the budgetary impact and the firiit 
year's operation. 
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Senator Huskie. Let Tne ask now, how the Federal input 
will be greats: undef this proposal, i£ it is the same? 

How is it going to be greater if it is the same? 

Yoti just told me it will be $20 billion, the same 
as the Committee print, how then will it be the same, or 
greater? 

Senator Baker . The Federal share will be a hundred 
percent of the estimated cost, which presumably will be 
$20 billion over a period of time. 

The question of whether or not it is Federal, state 
and local, as presently constituted, the question I was talking 
about was whether the budgetary impact in the first two at 
three years will be greater or less than that, I am not 
sure. 

Senator Muskie. Well, before we leave that, first of 
all, you know, X am concerned about the time factor. 

We pose all of these pieces of information necessary 
to make the comparisons, and to get an analysis of the 
debt divisions, the problem of the state constitutions, the 
problem of local ordinances to the extent to ^Ich they bear 
upon it, and so on. 

That will be a time consuming ixtocess to get all of 
that information, to get those interpretations, the analysis 
that permits us to make generalisations to understand tiie 
impact. 
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Secondly, it would be to aocninmlate the eponomlc 
Sata^ it is necessaury to have it to make the oon^risons, and 
E can just envision sitting euround here the rest of this 
£all, waiting for that kind of information. 

I would be happy to xaake an effort, but I get an 
idea it will be a time consuming thing, and, secondly, it 
seems to me that we ought to at some point decide whether or 
not we go ahead, or w^at we do about the issues as they are 
provided in this Committee print. 

AlpOf we mist decide wfiether there ought to be a 
federal subsidy or not, and whatever the Federal input may 
be, if you are comparing the two in terms of input, there is 
bhe fundamental part, vjhether it will be born by the Federstl 
Lnoome tax, or whether all of it will be born by the local 
taxpayer in whatever form you sweeten it up, so it looks as 
though it ia not the property tax payer, that is a fundamental 
Issue in which you do not need these comparisons to make. 

That is a fundamental question, and if it is answered, 
fou know, one way, then my view of revenue sharing may change, 
so then if the capacity of local goverranent is this great, X 
lo not know why you need to supplement it by the resources of 
bhe Fedi^ral ineoone tax payer, but that issue, I %ionld think, 
^e could settle that. 

Senator Baker • The other speedh on that would be whether 
^e want a fifty-five percent, or a hui»3red percent assistance to 
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the local communities. 

Senator Muskie. Tour point of view, for the purpose 
of making argument, you may equate a hundred percent Federal 
loan, with a 55 percent Federal grant. 

X think it is all the difference between night and 
day between those two. 

X do not think, in my personal experience, it is the 
same thing at all, the ability to borrow a hundred percent, 
it is not the equivalent to 55 percent as a gift? 

All you are saying is that we will provide the loans 
for you, but the total obligation is yours. That is not a 
Federal input. 

Senator Baker. Fifty-five percent as a gift is not 
worth much. 

If you do not have the bonding authority and the 
credit— 

Sexiator i^lii^skie. You can provide that. That is what 
the BFA was, I suppose. 

Senator Cooper. On this question, before you leave it, 
naybe we diseussed it yesterday afternoon, but on page twenty- 
sIk, it provides that the Admiriistration is determined to adopt 
a syston of enlarges, and so forth, «rtileh would pay the cost df 
operation, maintenance, and replacement. 

Is it that the present user shall 4X>t pay only, I 
suppose when you are using the replacement issue, in terms 
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of the construction, and if a municipality sold bonds, of 
course it could be amortized to pay the construction costs 
and the operations and maintenance. 

I assume here, you say replac^ent, you mean replacement 
would be identical with the cost of the facility, so you would 
be providing the funds necesseury. 

Senator Jordan. Senator Cooper, t do not quite gather 
this replacement business, because the average sewer system does 
not wear out. 

You have to expand them as you take in more territory. 
A disposal plant needs updating, enlargement is going on all 
the time, as the population increases. 

I do not quite understand that in this bill, you figure 
on replacement costs, I do not think you can. 

At the time of the expansion, I know this is true in 
North Carolina, they will sell revenue bonds for sewer and 
water, and in there there will be so much tax to the user, to 
retire those revenue bonds. 

Now, whether it is or is not a city Obligation, the 
city does do the handling of it when they sell the bonds 
und6r certain laws, but the revenues derived from these 
revenue bonds pays it off. The city collects it along with 
the other taxi^s, and it worked very well. Ever since it 
started, we received some grants on everyone of these sewer 
treatment plants which has been tremendously helpful, and it 
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enabled a lot o£ them to put in wtiat they have got. 

Mr* Billings. Replacement and first costs are two 
considerable things. 

First cost does include land, concrete, the li£e o£ 
these i»K>jects is {xrobably very much like a dam. There may 
be a life for bonding purposes, which is con^letely different 
than the life of the physical plant itself. 

First costs also includes interest. Replacement would 
include those aspects of the facility » the equipment, which 
would offer some period of time for deterioration. 

There are certain moving parts. 

Now, to that extent, paxt of that would be maintenance. 
It would be a thing to deteriorate on an annual basis. There 
are things in these facilities that may last twenty or twenty- 
five years, which are major expenses, pumping stations, and so 
on, which would have to be replaced at some time or other, but 
the considerable difference, thore is between the first cost 
and capital constaniction of the f acility# and replacement 
costs. 

Senator Cooper. My question is, would this be imposed 
on X number of citizens, age 18 to 80, not only the costs of 
the first cost of the plant, but you are imposing a user charge 
on them for replacement? 

I can understand operation and maintenance could 
enftyrace and include ordinary wear and tear. 
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Senator Muskie. I do not think there is any way of 
nudcincr a comparison. 

Vfhen 1 talk about replacement » I do not know how you 
are going to project what that amounts to in con^arison to 
the $20 billion first cost we are talking about. 

I do not see how you can do it. 

Senator Buckley. Presumably guidelines will be drawn 
up within 90 days of the enactment of this telling how to 
do this. 

Senator Huskie. The method of making the analysis 
does not mean you get the projections within 90 days. 

We are talking about getting it before we act on 
this bill, and how you project replacement costs, wh<en you 
are not talking about abandoning that plant, and building 
a new onet, 1 don't know. 

Senator Buckley. Could I be given some tins to come up 
with something? 

Senator Muskie. Row much? 

X am willing to put the item at the end of the agenda, 
and when we get to it, we will deal with it. 
Senator Budkley. Fine. 

Senator Muskie. I am not willing to accept the aaaxmptit 
of a prolonged delay until we get this kind of information, 
because I doubt very mich you can get it. 

Senator Buckley. Z very much appreciate this opportunity. I 
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Senator Ifaskie. If we are going to have a bill at the 
end of this Congress, we do not have much time. 

Senator Jordan. fThen they set up a user charge, they 
have established, or they do establish a maintenance and a 
user charge, as a part of the costs, and that includes putting 
in new pumps, because they know about how quick they are going 
to %«ear out, and so forth, and so on, and so that is no problem 
at all. 

It is all incorporated into the original user charge, 
and I know, for instance, right now, one pretty good system, 
which has gotten permission frcm the city to put thdir stuff 
into the city sy^i^m, they came up witii such and such a charge, 
based on a gallon amount to come into the systooo. 

. Senator Boggs • It is cheaper to go into the system 
than to build their own? 

Senator Jordan. It was cheaper to go into the system 
than to build their own plant and operate it. 

Senator Boggs. Are we coming back at 2:00 o'clock, 
Mr.. Chairman? 

Senator Huskie. 3:00 o'clock in room S-126. 

(Whereupon, the meeting was recessed at lis 30 o'clock 
a.m. until 3:00 o'clock p.m.) 



